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 Preface 
 
As economies modernize and develop, the small factory becomes the 
principal form of industry. Since independence small industries have been 
encouraged as a matter of policy. Successive five year plans gave impetus 
to the growth of the small scale industries in the country recognizing the 
significant role played by them in smoothing the transfer from traditional to 
a modern industrialized society. As a result they have recorded a 
phenomenal growth in the last fifty years. They occupy an important place 
in our economy, both in view of the employment they generate and the 
contribution they make to the national product. In 1960, 92.00 percent of 
the registered factories in India with 38.00 percent of total employment 
were run as small scale, each with a capital of less than Rs. 5 lakhs. By 
1980 itself 6.7 million persons were employed in the small scale sector 
industries as against 4.5 million full-time employees in the organised large 
and medium scale industries. At present the small scale sector comprising 
over 123.40 lakh units employing more than 294.90 lakh persons is no less 
important than the other identifiable sectors like public sector, medium and 
large scale private sectors. 
 With the emergence of small scale industries new labour markets 
have been created. The small scale labour market is neither completely 
informal nor unorganised like the traditional handicrafts and agricultural 
labour markets nor completely formal and organized like the modern 
medium and large scale industrial labour markets.  It is quite often loosely 
organised working under partially formalized conditions. In these 
conditions it is interesting to know how the labour is employed, deployed 
and disposed off by the small scale industrialists. 
 IV
  Small scale entrepreneurs represent a motley collection of men of 
limited  means who started small scale industries with the help of facilities 
extended by the government. They represent a cross-section of well 
educated, ill educated and uneducated burgeons with distinct social 
background descending with traditional and conservative ideas. Moreover 
they are neither specialist nor can employ specialists. Important problems 
like finance, production and marketing revolve round the personal problem. 
So it is necessary to study how they are managing several problems like 
employment, selection, training, turnover etc. 
 Small scale industrial worker has to live in a dual labour market 
condition. He is often trammelled by the better pay, better service 
conditions and better bargaining capacity that exist in the large scale 
industry. At the same time he is lured by the unperturbed social and 
cultural set up in the agricultural sector. It is quite interesting to know under 
such circumstances how he behaves and how he is hired and fired. 
 Small scale industries are characterised by the personal relationship 
between the employers and employees. Non-enforcement of and non-
compliance with the provisions of the Acts, unspecialized nature of 
management, not well organised labour, un-committed employers and 
employees to maintain a stable workforce, undesirable working conditions 
and infrequency of inspections by the inspectorates. In the wake of these 
characteristic features it is interesting to know how the personal problems 
take shape and are deal with. 
 In short, one must investigate how the small entrepreneur is solving 
the problems of recruiting, organizing and administering the labour force. 
No country far less a developing country can afford to neglect the 
problems of working class which supports the economic veins of the 
country. 
 V
  Most of the studies have generally emphasized economics of small 
industry and its place in the Indian economy. Some empirical studies have 
discussed and focused on the management of small scale industry and 
problems of small scale entrepreneurs. A large volume of literature has 
grown on the small scale enterprises of this country.  Although the scholars 
and official agencies producing these works on the small scale sector 
studied at length different aspects of its functioning, quite surprisingly 
labour force and labour relations in these industries hardly received 
adequate, attention. By the fall of the last decade the labour and industrial 
relations it seems, started attracting the attention of the scholars. 
 Zacharaiah (1954) studied industrial relations and personnel 
problems with a particular reference to Bombay. While selecting a cross-
section of industries he covered some of the larger small scale units also,. 
Srinivas, Ayyar, Banglekar Desai conducted a socio-economic survey of 
the workers and entrepreneurs of the Okhla Industrial estate, Delhi, 
Hyderabad and Secunderabad cities, Ludhiana (Punjab) and Small 
Industrial Complex, Rajkot, respectively. 
 The ultimate source of good management may be, not so much in 
knowledge of how to handle machines, finance and marketing but rather in 
knowledge of people, the modes of their behaviour, the concepts that 
motivate them. In recent years the term management of human resources 
has begun to be used, instead of personnel management, to emphasize 
the fact that the people employed in an organisation are a resource that 
should be utilized to its full extent. Manpower is one of the most important 
assets an organisation has and their effective management is the key to its 
success. The mere presence of capital, raw, material, machineries etc. 
cannot guarantee that the output would be achieved. Manpower will put 
fourth its best effort to utilized capital, raw material, machinery, etc. 
 VI
  Hence, it was felt that there was a tremendous need to conduct a 
survey of human resource management practices currently prevalent in the 
units of small business. The thesis embodies a systematic study in depth 
of the human resource management practices in the selected units of 
small scale industries of Rajkot GIDC. 
 The enactment of the Micro, Small and Medium enterprises, 
development (MSMED) act, 2006 is a turning point for the development of 
the Indian industry, as it addresses, and streamlines at the same time, key 
governance and operational issues being faced by the micro, small and 
medium industry in India. The Micro, Small and Medium Enterprise 
(MSMEs) are an important component of the Indian economic system due 
to their employment generating potential, healthy contribution to domestic 
market as also to exports. 
In this study, the term 'Personnel' has been taken to mean the 
persons working in a small scale industry or industries, The meaning and 
definition of the term 'small scale industry' has been changing from time to 
time with the change in the norms adopted by the government for the 
purpose of the inclusion of a unit under the small scale industries. For the 
purpose of this all the industrial units whose investment in plant and 
machinery is less than 5 crores as stated in the MSMED Act, 2006 (16th 
June 2006) are treated as small scale industries. The term 'small scale 
industrial units' and 'small scale industries' or 'small business' are used 
interchangeably. The terms 'personnel', 'workers', 'workforce', 'labour', 
'labour force' are also used to mean the same. 
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 Chapter - 1 
Conceptual Frame Work of H.R.M. in Small Business 
 
     TRADITIONAL PERSONNEL MANAGEMENT: 
 As one author has rightly said 1+1 makes an organization. Where there are two or 
more persons there is in effect an organization 1
 
 An organization may be a manufacturing firm, a business concern, an insurance 
company, a governmental agency, social organizations, hospital a university or a 
religious trust is a human grouping in which work is done for the accomplishment of 
some specific goals or missions, It needs money, material, machinery and men (four Ms) 
the success or failure of an organization depends on an effective combination of these 
factors. The resources by themselves will not help the organization to accomplish the 
objective, unless there is an effective coordination and utilization of these human and 
non-human resources. 
 
Personnel Management Defined:- 
A few standard definitions given by experts of personnel        management, which 
will give an idea of what it means. 
  
“It is that phase of management which deals with the effective control and use of 
manpower as distinguished from other sources of power” 2
                                                 
1 Kosen. Stan. The Human side of roganisation. Confield press, San Francisco. 1978, 2nd. Ed. P. 5 
  1  
 Pro. Jucius has defined personnel management as: “The field of management 
which  has to do with planning, organizing, directing, and controlling various operative 
functions of procuring, developing, maintaining and utilizing a labour force, such that the 
: (a) Objectives, for which the company is established are attained economically and 
effectively, (b) Objectives of all levels of personnel are served to the highest possible 
degree and (c) Objectives of the community are duly considered and served. 3
  
In this definition, personnel management has been regarded as a code which deals 
with the ways of organizing the human resources in such a way that their potentialities 
are best utilized bringing them satisfaction and efficiency in their work and helping the 
organization in attaining its objectives, with minimum of cost, in a competitive market.  
 
According to Indian institute of P.M., “Personnel Management is a responsibility 
of all those who manage people as well as being a description of the work of those who 
are employed as specialists. It is that part of management which is concerned with people 
at work and with their relationship within an enterprise. It applies not only to industry and 
commerce but to all fields of employment.”4
  
In short, Personnel Management involves procedures and practices through which 
human resources are managed towards the attainment of the individual, social and 
organizational goals.     
                                                                                                                                                 
2 Ibid, P.6 
3  Jucius, M. J. Personnel Management, Richard D. Irwin, Homewood, Illionois, 
1973, P. 25. 
4  Institute of Personnel Management, P.M. in India, Calcutta, 1973, pp. 29-30. 
  2  
 Concept of Personnel Management:- 
 On the basis of the definitions given above, a few basic facts may be noted about 
Personnel Management. 
(I) Personnel Management is concerned with managing people at work. It covers 
all levels of personnel, including blue-collared employees and white collared 
employees. 
(II) It is concerned with employees, both as individuals as well as a group, the aim 
being to get better results with their collaboration and active involvement in 
the organization’s activities. 
(III) P.M. is concerned with helping the employees to develop their potentialities 
and capacities to the maximum possible extent, so that they may derive great 
satisfaction from their job. 
(IV) P.M. is of a continuous nature. In the words of George R. Terry: “It cannot be 
turned on and off like water from a faucet: it cannot be practiced only one 
hour each day a week. P.M. requires a constant alertness and awareness of 
human relations and their importance in every day operations.” 5 
(V) P.M. attempts at getting the willing co-operation of the people for the 
attainment of the desired goals. 
Personnel Management is an approach, a point of view, a new technique of 
thinking and a philosophy of management, which is concerned not only with 
managing people, but also with solving the human problems of an organization 
                                                 
5  Terry George R. Principles of Management Richard D. Irwin, Illionois, 
Homewood, 1970 
  3  
 intelligently. P.M. can be of full value to an organization only when it is consistently 
thought out and applied at all levels and to all management functions       
 
GENESIS AND GROWTH IN INDIA: 
 The origin of personnel management in India can be found as far back as the 
beginning of 20th century, when welfare work for workers was started in factories during 
the 1920s. The Royal commission on Labour recommended in 1931 the appointment of 
labour officers to deal with the recruitment of workers and to settle their grievances. They 
also acted as spokespersons for workers. After independence, the Factories Act, 1948 
made it mandatory to appoint welfare officers in the factories employing 500 or more 
workers. These officers played a policing role in observing the compliance of statutory 
recruitments. They promoted an amicable settlement of disputes between the workers and 
employers and maintained discipline. 
  
Social work education which was started in the country in 1936 stressed social 
work practices in personnel fields. On the other hand, trade union movement gathered 
fast momentum in the country. Hence, industrial relations and collective bargaining soon 
realized relevance and significance in factories. Thus, two professional bodies, viz., the 
Indian institute of Personnel Management and the National Institute of Labour 
Management were established during the 1950s. 
  
During the 1960s, the scope of personnel function began to grow beyond the 
employee welfare, As a result three major areas of personnel management, viz. labour 
  4  
 welfare, industrial relations, and personnel    administration emerged as the 
complimentary branches of this field. In addition, the expansion of public sector 
undertakings during the five year plans has accelerated the growth of personnel 
management. It also led to professionalisation of management. 
  
During the 1970s many changes in the scope and nature of personnel management 
were noticed. The emphasis was shifted from welfare to efficiency, from individuals to 
groups, social system, and communication networks. A change in professional values and 
human ideals was noticed. To solve productivity problems, personnel management turned 
to supervisory-development programmes, personnel research, public relations 
programmes, and organization analysis. During the 1980s, professionals stressed new 
concepts such as “human resource management” and “human resource development”. 
The two professional bodies, IIPM and NILM, also merged in 1980 to form National 
Institute of Personnel Management (NIPM). 
  
During the 1990s the human side of organizations has become more important. 
The emphasis of personnel management is on “human values” and its outlook has 
become philosophical. Most recently, due to the onerous of human relations approach to 
management, the personnel function has turned into human resource management and 
human resource development. 
   
  5  
 EVOLUTION OF HRM: 
 The concept of HRM emerged in the mid 1980s against the background of the 
works of famous writers on management, like Pascale and Athos (1982), who produced 
lists of the attributes that they claimed characterized successful companies. 
 The American Society for Training & Development (ASTD) has developed a 
Human Resource Wheel in 1983 (Fig 1.1) highlighting different functions of HRM 
leading to quality of work life, productivity and readiness for change. 
• T & D focus: Identifying, assessing and through planned learning – 
helping develop the key competencies which enable individuals to 
perform current or future jobs. 
• OD focus: Assuring healthy inter- and intra-personal relationships and 
helping groups initiate and manage change. 
•  Organization/Job design focus: Defining how tasks, authority and systems 
will be organized and integrated across organization units and individual 
jobs. 
•  HRP focus: Determining the organization’s major HR needs, strategies 
and philosophies. 
•  Selection and staffing: Matching people and their career needs and 
capabilities with jobs and career paths. 
• Personnel research and information systems: Assuring   a personnel 
information base. 
• Compensation/Benefits focus: Assuring compensation and benefits 
fairness and consistency. 
  6  
 • Employee assistance focus: Providing counselling to individual 
employees, for personal   problem-solving. 
• Union/Labour relations focus: Assuring healthy union / organization 
relationships. 
 
HR areas output: 
Quality of work life 
Productivity readiness for 
change
Union/ 
Labour  
Relations 
T 
& 
D
OD 
Organization
/Job design 
 
H
R
P 
Selection  
And 
Staffing 
Personnel 
research & 
information 
systems 
Compensation/              
benefits  
Employee
 
 
 
 
 
 
 
 
 
 
 
Fig. 1.1 Human Resources Wheel Source: ASTD, 1983. 
 
HRM essentially emphasizes and incorporates those expectations which are not being 
fulfilled through the traditional personnel management. It integrates in a meaningful way 
the various sub-systems like performance appraisal, potentiality appraisal and 
development, career planning, training and development, organization development, 
research and systems development, rewards, employee welfare and quality of work life, 
industrial relations, and human resource information. Under the HRM approach, some 
  7  
 basic assumptions about human resources are also different from the traditional approach. 
The important assumptions of HRM are as follows:  
1. The members of an organization are reservoirs of untapped resources. 
2. There is scope for unlimited development of these resources. 
3. It is more in the nature of self-development than development trust from outside. 
4. The organization also undergoes development with the overall benefits along with 
the development of its members. 
5. The organization further develops a culture in which utmost emphasis is placed on 
harmonious superior-subordinate relations, teamwork and collaboration among 
different groups of individuals, open communication, and above all, integration of 
the goals of the organization with the needs of the employees. 
6. Top management takes the initiative for HRM, formulates necessary plans and 
strategies, and creates an overall climate and support for its implementation. 
 
HRM and Personnel Management: 
 HRM is regarded by some personnel managers as just a set of initials or old wine 
in new bottles. It could indeed be no more or no less than another name for personnel 
management, but as usually perceived, at least it has the virtue of emphasizing the 
virtue of treating people as a key resource, the management of which is the direct 
concern of top management as part of the strategic planning processes of the 
enterprise. Although there is nothing new in the idea, insufficient attention has been 
paid to it in many organizations.  
 
  8  
 Similarities and Differences between HRM and Personnel Management: 
Similarities 
1. Personnel management strategies, like 
HRM strategies, flow from the business 
strategy. 
2. Personnel management, like HRM 
recognizes that line managers are 
responsible for managing people. The 
personnel function provides the necessary 
advice and support services to enable 
managers to carry out their 
responsibilities. 
3. The values of personnel management 
and at least the ‘soft’ version of HRM are 
identical with regard to ‘respect for the 
individual’ balancing organization and 
individual needs, and developing people 
to achieve their maximum level of 
competence both for their own 
satisfaction and to facilitate the 
achievement of organization objectives. 
4. Both personnel management and 
HRM recognize that one of their most 
essential functions is that of matching 
people to ever changing organizational 
requirement placing and developing the 
right people in and for the right jobs. 
5. The same range of selection, 
competence analysis, performance 
management, training, management 
development and reward management 
techniques are used both in HRM and 
personnel management. 
Differences 
1. HRM places more emphasis on 
strategic fit and integration. 
2. HRM is based on a management and 
business orientated philosophy. 
3. HRM attached more importance to 
the management of culture and the 
achievement of commitment 
(mutuality) 
4. HRM places greater emphasis on the 
role of line managers as the 
implementers of HR policies. 
5. HRM is a holistic approach 
concerned with the total interest of 
the business the interests of the 
members of the organization are 
recognized but subordinated to those 
of the enterprise. 
6. HR specialists are expected to be 
business partners rather than 
personnel administrators. 
6. Personnel management, like the ‘soft’ 
version of HRM, attaches importance to 
the processes of communication and 
participation within an employee relations 
system. 
7. HRM treats employees as assets not 
costs. 
  9  
 ROOTS OF HRM:
 
 Human Resource Management activities have probably been performed since 
ancient times. As a formal discipline, however, its roots are traceable to the period 
immediately following the Industrial Revolution. The pioneering work of Peter Drucker 
and Douglas McGregor in the 1950s laid its formal foundation. 
 Drucker, in his book, Practice of Management (Heinemann, 1959), wrote: “An 
effective management must direct the vision and effort of all managers towards a 
common goal.” His concept of a visionary goal-directed leadership is fundamental to 
HRM. Douglas McGregor advocated management by integration and self-control, partly 
as a form of management by objectives, but more importantly, as a strategy for managing 
people which affects the whole business. He believed that a management philosophy 
needed to be built-up based on attitudes and beliefs about people, and the managerial role 
of achieving integration. He, like Drucker, therefore, paved the way to the HRM 
philosophy that human resource policies and programmes must be built into the strategic 
objectives and plans of the business and must also aim to get everyone involved in the 
achievement of these objectives and plans. 
 HUMAN RESOURCES : 
 The term human resources may be defined as the total knowledge, skills, creative 
abilities, talents and aptitudes of an organization’s workforce, as well as values, attitudes, 
approaches and beliefs of the individuals involved in the affairs of the organization. It is 
the some total of aggregate of inherent abilities, acquired knowledge and skills 
represented by the talents and aptitudes of the persons employed in an organization. 
  10  
   
 Various management thinkers to represent human resources have used several 
terms. These include ‘personnel’, ‘people at work’, ‘manpower’, ‘staff’ and ‘employees’. 
Whatever may be the term used, the human resources of an organization include all 
individuals engaged in various organizational activities at different levels. According to 
Leon C. Megginson, “From the national point of view, human resources may be defined 
the knowledge, skills, creative abilities, talents and aptitudes obtained in the population; 
whereas from the viewpoint of the individual enterprise, they represent the total of the 
inherent abilities, acquired knowledge and skill as exemplified in the talents and aptitudes 
of its employees.”  Jucius Michael calls these resources. ‘Human factors’, which refer to 
“a whole consisting of inter-related, interdependent and interacting physiological, 
psychological, sociological and ethical components.” Thus, human resources are 
multidimensional in nature. People working in the organization have different needs at 
different times. These needs may be physiological, social and psychological. 
 
HUMAN RESOURCE MANAGEMENT DEFINED: 
 Personnel Management may be described as that activity in an enterprise that 
strives to mould the human resources into an effective organization, provides opportunity 
for maximum individual contributions under healthy working conditions promotes 
individual development and encourages mutual confidence and understanding between 
the employees and the employers and between the employees themselves. 
 
  11  
  According to French,” Personnel management is a major component of the 
broader managerial function and has roots and branches extending throughout and 
beyond each organization. It is a major sub-system of all organizations.” 6Thus, 
personnel management is not something which could be separated from the management. 
The specific functions of personnel management include recruitment, selection, training 
and development of personnel. “Personnel Management is the recruitment, selection, 
development, utilization of and accommodation to human resources by organization. The 
human resources of an organization consist of all individuals regardless of their role, who 
are engaged in any of the organization’s activities”.7
 
 The scope of personnel management is quite distinct. “It is that phase of 
management which deals with the effective control and use of manpower as distinguished 
from other sources of power”.8
 
 Edwin B. Flippo has defined personnel management as “the planning, organizing, 
directing, and controlling of the procurement, development, compensation, integration 
and maintenance and separation of human resources to the end that individual, 
organization and societal objectives are accomplished,”9 This definition reveals that 
personnel management is that aspect of management which deals with the planning, 
organizing, directing and controlling the personnel functions of the enterprise. This 
                                                 
6  French, Wendell, The Personnel Management Process, Houghton Mifflin co, New 
York, 1974, P. 3 
7  Ibid, P.3 
8  Yoder – Handbook of Personnel Management, McGraw Hill Book Co., New 
York, 1958, P. 16 
9  Edwin B. Flippo, Personnel Management, McGraw Hill, 1981, P. 5 
  12  
 definition is a comprehensive one and covers both the management functions and the 
operative functions. The purpose of all these functions is to assist in the achievement of 
basic organizational, individual and societal goals. 
 
 Personnel Management is that phase of management which has to do with 
planning, organizing, directing and controlling various operative functions of procuring, 
developing, maintaining and utilizing labourforce, such that the: (a) Objectives for which 
the company is established are attained economically and effectively: (b) Objectives of 
all levels of personnel are served to the highest possible degree; and (c) Objectives of the 
community are duly considered and served. Personnel management is concerned with 
both the managerial functions and operative functions. Managerial functions include 
planning, organizing, directing and controlling, whereas operative functions of personnel 
management include procurement, development, maintenance and utilization of people 
for the effective achievement of organizational objectives. 
 
 According to Scott, Clothier and Spiegel, “Personnel Management is that branch 
of management which is responsible on a staff basis for concentrating on those aspects of 
operations which are primarily concerned with the relationship of management to 
employees and employees to employees and with the development of the individual and 
the group. The objective is to attain maximum individual development, desirable working 
relationship between employers and employees and employees and employees, and 
effective moulding of human resource as contrasted with physical resources”.10 Personnel 
                                                 
10 Scott, Clothier, Spiegel – Personnel Management – Principles, Practices and Point of view, Tata McGraw 
Hill, New Delhi, 1977, P. 11. 
  13  
 management is responsible for maintaining good human relations in the organization. It is 
also concerned with development of individuals and achieving integration of goals of the 
organization and those of the individual. 
           
SIGNIFICANCE OF HUMAN RESOURCES:
 
 Men, Materials, Machines and money are regarded as the most important factors 
of production. But men or human resources are regarded as the only dynamic factor of 
production. Other factors of production are worthless without the involvement of this 
factor. A Business unit comes into existence with certain well-defined Objectives. An 
effort is made by the management to co-ordinate human and material resources in such a 
manner that organizational objectives are achieved. Without the efficient use of human 
resources, management can never accomplish organizational objectives. 
 
 Management of human resources is very important in a modern organization 
because management can achieve the organizational objectives only with the co-
operation of the people working in the organization. It does not matter how perfect the 
planning and organization and sophisticated the machines are. If the people do not want 
to work, the management will not be able to accomplish the desired objectives. 
Therefore, in order to build a team of co-operative workforce, it is essential to manage 
the workforce efficiently. In most of the organizations, this task is entrusted to a 
department known as Personnel Department. 
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  The human resources available to management in an organization are one form of 
resources which must be properly coordinated. In other words, it is through combined 
efforts of people that economic and material resources are utilized for the achievement of 
organizational objectives. Therefore, the motivation of human effort or the personnel 
function of management is a central responsibility of management everywhere. The 
effectiveness with which human resources are coordinated and utilized determines the 
success in achieving organizational objectives. Rensis Likert has rightly observed, “All 
the activities of any enterprise are initiated and determined by the persons who make up 
that institution. Plants, Offices, Computers, automated equipment and all else that make a 
modern firm are unproductive except for human effort and direction of all the tasks of 
management. Managing the human component is the central and most important task, 
because all else depends on how well it is done.”  11
 
SIGNIFICANCE OF HUMAN RESOURCE MANAGEMENT:
 
 The personnel function of management deals with the proper handling of 
personnel in the organization. If people working in the organization are not handled or 
managed properly, good industrial relations will not develop which will jeopardize the 
survival of the organization. It is not possible to achieve the organizational goal without 
active co-operation of the personnel. The significance of personnel management has 
increased with the growth of industrial undertakings. Now it has come to be recognized 
                                                 
11 Rensis Likert, the Human Organization, McGraw Hill, New York, 1967, P-1. 
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 that personnel management is not only the responsibility of personnel manager, but also 
of all managers in enterprise. 
 
 The various aspects of personnel function relate to procurement, development, 
compensation and motivation of the personnel. Every manager has some responsibility 
towards these areas, but now it has been recognized that these functions cannot be the 
specialty of every line manager. So it is very common to create a personnel department 
under a Personnel Manager. Though personnel department does not produce anything 
which is tangible, yet it helps the other departments to contribute towards organizational 
objectives.  
 
 Personnel function has become a specialized task and so is entrusted to the person 
who is well conversant with the principles and techniques of personnel management. The 
personnel manager organizes the personnel department to carry out the functions 
entrusted to him. Personnel department develops the sources of recruitment, selects the 
people and helps the line managers to place and adjust them. The job of personnel 
department is not over with the employment of people. It helps the managers in rectifying 
placements by devising a suitable transfer policy. Personnel department keeps the record 
of every person in the organization and provides important information to departmental 
heads in taking decisions about promotions and transfers. 
 
 Personnel department is also responsible for training and development for the 
employees. It develops various programmes for increasing the knowledge and skills of 
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 the employees in consultation with line managers. Personnel department also helps the 
other departments in evaluating the performance of the employees for use in the future by 
developing a suitable system of merit rating or performance appraisal. Determining the 
wages and salaries to be paid to different categories of employees in the organization is 
another important function of the personnel department. Personnel department looks after 
the wages and salary administration in the organization and devices suitable incentives to 
reward the efficient workers to motivate them. Personnel department also undertakes 
research of human behaviour by conducting attitude and morale surveys. The information 
gathered by the personnel department in the form of attitude and morale surveys can be 
utilized by every manager to understand the behaviour of his subordinates.  
 
 The performance of functions of personnel management requires specialized 
knowledge and skills and so the charge of personnel department should be entrusted to 
the person who possesses these skills. In the present day business set up, every big 
organization has no choice but to set up the personnel department. It is essential to lay 
down the objectives of the personnel department before it is set up in the enterprise. The 
main objectives of the personnel department are to procure, develop, compensate and 
motivate the people for the achievement of organizational goals. The personnel objectives 
can be classified into three categories: (1)Routine goals, which provide for the 
maintenance needs of employees and assure stability in operations of the organization, 
(2)Problem solving goals, which seek to deal with people problems such as excessive 
absenteeism and labour turnover, and (3)innovative goals, which utilize dissatisfaction 
with the organization’s equilibrium to strive to achieve a job structure that will provide 
positions leading to self-actualization of all employee’s needs. 
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 FUNCTIONS OF HUMAN RESOURCE MANAGEMENT IN SMALL 
BUSINESS: 
Every manager must get things done through people. Individual goals and 
aspirations have to be in alignment with organizational goals for the successful handling 
of a business. An effective manager should be able to utilize human and non-human 
resources to bring about this alignment and eventually achieve these goals. A manager's 
handling of the human assets reflects his managerial capabilities. Managing people is one 
of the biggest challenges for any manager, for the following reasons: 
•      Individuals differ from each other in terms of their values, attitudes, beliefs and 
culture. This leads to a very complex situation in an organizational context. 
•      The stimulating and motivational factors might not be the same for all the 
employees. It is important to understand the individual needs of these employees 
and cater to these needs. 
•     The expectations of employees of today are much greater when compared to the 
employees of yesteryears. They know they are valuable assets and demand to be 
treated as such. 
A manager must understand and accept the fact that individuals, and not 
organizations, create excellence. The famous American industrialist, John D Rockefeller  
once said, "I will pay more for the ability to deal with people than for any other 
ability under the sun". This explains the importance of the human element in 
organizations. Underlining the significance of the human element in the production 
process, Peter F. Drucker says that "man, of all the resources available to man, can grow 
and develop."12 However, there are still many unanswered questions about how to 
establish the right climate for enhancing employee motivation and commitment. 
 
 
                                                 
12. The Practice of Management Allied Publishers Ltd, Indian Edition, 1992. 
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Figure : Functions of HRM  
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 1.  Managerial Functions:
Managerial functions of the human resource department are planning, organizing, 
staffing, directing and controlling. All these functions have an impact on the operative 
functions, as shown in Figure. 
[I]   Planning: 
Planning involves formulating the future course of action. Planning includes 
determining in advance the personnel programs and changes required that would 
contribute to the achievement of organizational goals. 
It also includes identifying human resource requirements and forecasting 
personnel needs, foreseeing the changes in employee attitudes and evolving effective 
ways of handling these changes. 
[II]   Organizing: 
Organizing involves establishing an intentional structure of roles for people in an 
organization. Structural considerations such as the chain of command, division of labor, 
and assignment of responsibility are part of the organizing function. Careful organizing 
ensures effective use of human resources. According to J L Massie, an organization is a 
"structure and a process by which a cooperative group of human beings allocates its task 
among its members, identifies relationships and integrates its activities towards a 
common objective".13 The organizing function establishes relation.1 hips among 
                                                 
13 Essentials of Management, Prenctice Hall, 2nd Ed. 1971. 
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 employees so that they can contribute collectively towards the attainment of an 
organization's goals. 
[III]   Staffing: 
This is the process of obtaining and maintaining capable and competent personnel 
in various positions at all levels. It broadly encompasses manpower planning, 
recruitment, selection, placement, induction and orientation, transfer, career progression 
and separation. 
[IV]   Directing: 
It is the process of directing all the available resources towards the common 
organizational goals. Thus, direction is a vital management function, which ensures 
maximum employee contribution and also helps in establishing sound industrial and 
human relationships. It also involves coordination between different departments to 
ensure maximum utilization of all resources including human resources. 
[V]   Controlling: 
The measurement and rectification of activities to ensure that events conform to 
plans is known as controlling. This function measures performance against goals and 
plans identifies deviations and by placing the process back on track, helps in the 
accomplishment of plans. Previous experiences and knowledge sharing help in avoiding 
repetitive problems, reducing the need for controlling. 
After planning, organizing, staffing and directing the various activities of HRM, 
performance is verified in order to ensure that the HRM functions comply with the plans 
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 and directions. Auditing training programs, analyzing labor turnover records, directing 
morale surveys, and conducting exit interviews are different ways of controlling the 
HRM function. 
2.   Operative Functions:
The operative functions of HRM are related to specific activities of HRM, viz., 
employment, development, compensation and employee relations. Since the human 
resource function is unique to each organization, the activities of the HR department 
differ from one organization to the other. 
The various operative functions of HRM are discussed below: 
[A]     Employment: 
Employment is the first operative function of HRM. This involves procuring and 
employing individuals with suitable knowledge, skills, experience and aptitude necessary 
to perform various jobs. It includes functions such as job analysis, human resource 
planning, recruitment, selection, placement, and induction. 
[I] Job Analysis: 
To ensure the satisfactory performance of an employee, his skills, abilities and 
motives to perform a job must match the requirements of the job. A mismatch will result 
in poor performance, absenteeism, turnover and other problems. Job analysis is the 
process by which the tasks which comprise the job are determined and the skills and 
abilities required to perform it successfully are identified. It is the process of studying and 
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 collecting information pertaining to the operations and responsibilities of a specific job. It 
involves: 
• Preparing job description, job specification, job requirements and employee 
specification so that the HR manager can determine the nature, levels and 
quantum of human resources required. 
• Providing the guides, plans, and basis for job design and redesign. It also forms 
the basis for all operative functions of HRM. 
Job analysis, as a basic exercise, can serve and support many HR processes in the 
organization. Human resource planning, recruitment and selection, training and 
development, compensation management, and performance appraisal, all benefit from the 
inputs provided by job analysis, job specification and job description are the main end 
results of a job analysis.  
 Job analysis is the process of determining and recording all the pertinent 
information about a specific job, including the tasks involved, the knowledge and skill set 
required to perform the job, the responsibilities attached to the job and the abilities 
required to perform the job successful. Job analysis differentiates one job from the other, 
in an organization, and is based on observation and study. It is also referred to as job 
review or job classification. Job analysis provides the basic foundation for many of the 
HR activities. The analysis involves compiling a detailed description of task, determining 
the relationship of the job to technology and to other jobs and examining the knowledge, 
qualification or employment standards, accountabilities and other incumbent 
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 requirements.14 In short, job analysis is a recording of all the activities involved in a job 
and the skill and knowledge requirement of the performer of the job. 
[II] Human Resource Planning: 
 Human Resource Planning (HRP), as a basic process of HRM, has gained a lot of 
importance in the recent times. More and more organizations are accepting that a well-
designed and comprehensive HRP process is invaluable to an organization’s well-being. 
Human Resource Planning basically ensures the availability of the right resources in the 
right place to match the future organizational needs. 
Human resource planning involves forecasting the human resource requirements 
of an organization and the future supply of human resources, and making suitable 
adjustments between these two in correlation with organizational plans. It also involves 
assessing the possibility of developing the human resources to match the requirements, 
by introducing appropriate changes in the functions of HRM. Human resource planning 
assures an organization of suitable and adequate manpower to perform various jobs in 
accordance with the organizational goals. It involves: 
• Estimating the present and future manpower requirements on the basis of long 
range plans and organizational objectives. 
• Estimating the net human resource requirements on the basis of the present 
inventory of human resources, and taking into account retirements, transfers, 
attrition etc. 
                                                 
14 Richard I. Henderson, Compensation Management: Rewarding performance in 
the Modern Organisation, Reston Publication co. 
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 • Taking measures to mould, change and develop the existing employees to enable 
them meet the future organizational requirements. 
• Developing action plans to attract and acquire valuable human resources from the 
market. 
[III] Recruitment: 
Recruitment has acquired immense importance in today’s organizations. 
Organizations have realized the value of human capital and its role in their development. 
Recruitment is the first step in the process of acquiring and retaining human resources for 
an organization. In today’s rapidly changing business environment, organizations have to 
respond quickly to requirement for people. Hence, it is important to have a well-defined 
recruitment policy in place, which can be executed effectively to get the best fits for the 
vacant positions. 
The magnitude of requirement and the methods to be used are determined by the 
human resource plan. Depending on the HRP, the organization decides on the number of 
people to be recruited; the jobs for which they have to be recruited; and whether the 
recruitment is for permanent are finalized. All these decisions are taken in alignment with 
the recruitment policy of the company and the organization’s long term goals. 
To a large extent, the effectiveness of an organization depends on the 
effectiveness of its employees. Hence, recruitment of human resources becomes a 
significant HR function. Recruitment is the process of seeking and attracting prospective 
candidates against a vacancy in an organization. It involves: 
• Tapping the existing sources of applicants and developing new sources; 
  25  
 • Identifying or creating new sources of applicants; 
• Stimulating and attracting the candidates to apply for jobs in the organization; 
• Deciding the recruitment procedure. 
[IV] Selection: 
After recruitment is the/selection of candidates for the vacant positions from 
among the applicants. This is the most important stage of employment as the concept of 
'the right candidate for the right position' takes its final shape here. Selecting the wrong 
candidate or rejecting the right candidate could turn out to be costly mistakes for the 
organization. Selection is one area where the interference of external factors is minimal. 
Hence the HR department can use its discretion in framing its selection policy and using 
various selection tools for the best results. 
The selection process involves a series of steps which help in evaluating the 
candidates. The selection process in an organization has to be in accordance with the 
organizational requirements. Job analysis and job specifications, along with human 
resource planning provide the basic requirements, based on which the selection process 
has to be designed. Consider the following example. An organization stresses 'team work' 
as an important feature of its organizational culture. The selection process therefore 
should test the ability and inclination of the candidate to work in teams. An exceptionally 
brilliant candidate with poor team management and interpersonal skills would not be 
useful to such an organization. He might not add any value to the organization and in 
some cases; his selection may even prove to be counter productive. Hence the stress on 
organizational requirements in the selection process. 
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 The purpose of employment selection is to choose the right candidate for a job. 
The process of identifying and establishing the credentials of a candidate for a job to 
ensure success is referred to as selection. This includes predicting the in-job performance 
of candidates. This function deals with: 
• Scanning the application forms/CVs; 
• Identifying and developing suitable and reliable testing techniques; 
• Involving the line managers or respective departments; 
• Evaluating the candidates and fixing their salary and benefits; 
• Formulating medical fitness policy and examination procedures; 
• Intimating the candidates, even the ones who are not selected, about the results of 
the selection process; 
• Employing the selected candidates. 
[V] Placement: 
After a selected candidate conveys his acceptance of the offer of employment 
made by an organization, his placement has to be decided based on the needs of the 
organization. The individual's needs also have to be given due consideration where 
possible. 
• Discussing the placement with the line/functional managers and identifying a 
mentor for the new entrant. 
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 • Conducting follow-up study and evaluating employee performance so as to 
determine how well the employee has adjusted to the job. 
• Identifying mistakes in placements and correcting them. 
Once the candidate accepts the offer and joins, the organization has to place him 
in the job for which he has been selected. According to Paul Pigors and Charles A. 
Myers, placement is "the determination of the job to which an accepted candidate is to be 
assigned and his assignment to that job. It is a matching of what the supervisor has reason 
to think he can do with the job demands (job requirement), it is a matching of what he 
imposes (in strain, working conditions) and what he offers in the form of payroll, 
companionship with others, promotional possibilities, etc."15 A proper placement of an 
employee results in low employee turnover, low absenteeism, and low accident rates in 
shop floor jobs and improved morale and commitment of the employees. 
After selection, the employee is first inducted into the organization. This is the 
period of familiarization for the employee, with the organization, with his colleagues and 
with his job. Then, the employee is usually put on probation for a period ranging from six 
months to two years. The organization then decides the final placement after the initial 
probation period is over, based on the employee's performance during the period and his 
aptitude and interest. If the employee's performance is not satisfactory. The organization 
may extend the probation period or ask the employee to quit. If the employee performs 
satisfactorily during this period he is usually made a permanent employee. 
 
                                                 
15 Personnel Administration, Koga / Cusha, 1973. 
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 [VI] Induction / Orientation: 
Introducing a new employee to the organization, its business, the organization 
culture, its values and beliefs, and practices and procedures is termed as induction. It also 
includes helping the employee get acquainted with his new job and his tasks and 
responsibilities. 
CONCEPT OF ORIENTATION — INDUCTION: 
Orientation is an integral part of the socialization process as it literally means the 
socialization of a new employee. Though the terms orientation and socialization are often 
used synonymously, they are different. 
The process of orientation includes introduction of the new employee to the 
organization and to his work unit and supplementing the information given to him during 
recruitment and selection. Orientation helps in reducing the initial anxiety that an 
individual experiences when he joins a new organization. An effective orientation 
program helps new employees to become familiar with the organization's history, 
philosophy, objectives, procedures and rules. Further, an orientation process should 
provide information to employees about personnel policies such as the work hours, the 
fringe benefits, the pay procedures etc. of the organization. Apart from the policies, a new 
employee should also be informed about his specific duties and responsibilities. 
Orientation enables the new employee to get introduced to his co-workers, superiors and 
subordinates. 
The responsibility of orientation of the new employee is usually that of the 
immediate supervisor or the HR department. In small organizations, the HR department 
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 takes the complete responsibility of orienting new employees with help from the 
respective supervisors.  In larger organization, however the HR department restricts itself 
to explaining organizational policies and employee benefits and leaves to the supervisors 
of line managers. 
The new employee’s orientation may not always be formal and elaborate. In many 
small organizations, once the new employee reports to his supervisor, he is assigned to 
another employee. This employee introduces the new employee to those colleagues with 
whom he is expected to work closely. He is also given information about facilities 
available at the workplace such as the cafeteria, the restrooms etc. Finally, the new 
employee is directed to his place or desk and is explained how to handle the day-to-day 
activities. 
 
[B]    Human resources development:
Human Resource Development (HRD) is the process of training and developing 
employees to improve and update their knowledge and skills, so as to help them perform 
their jobs better. The process also includes developing the attitudes, beliefs and values of 
the employees to match the organizational needs. HRD has to be a continuous process 
and should take into consideration both the present and future organizational 
requirements. HRD includes performance appraisal, training, management development, 
and career planning and development. 
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 [I] Performance Appraisal:
This is the process of evaluating the performance of an employee on the job and 
developing a plan for improvement. This includes an assessment of the strengths and 
weaknesses of the employee, and drawing up a development plan in consultation with 
him to prepare him for future tasks and responsibilities in the organization. Performance 
appraisal includes: 
• Designing a performance appraisal system that suits the organizational needs and 
culture; 
• Developing suitable methods to ensure that the system works successfully; 
• Training all the employees in conducting appraisals; 
• Implementing the system effectively and maintaining records; 
• Obtaining feedback on its effectiveness and making timely and necessary 
changes. 
The performance of an organization is managed by monitoring and managing the 
performance of the individual employees in the organization. The objectives and goals of 
individual performance are determined based on the objectives and goals of the 
organization. Hence, the successful performance of an organization is a culmination of 
individual performances and contributions. Performance Appraisal Management is a 
critical and sometimes controversial aspect of organizational management. 
Performance appraisal has been traditionally connected to rewards and 
punishments in the organization. In recent times however, the concept of developing 
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 employees based on the appraisal has gained popularity. While a system of performance 
appraisal can be very effective and productive in the organizational context, the problems 
in appraisal are related to its application and implementation. It can therefore be said that 
a well-designed and a well-implemented performance appraisal system adds value to the 
organization. 
[II] Training:  
Training is the systematic development of the knowledge, skills and attitudes 
required to perform a given task or job successfully, in an individual. It includes: 
• Identifying   the   training   needs   of the   individuals,   keeping   in   view   the 
organizational needs. 
• Designing suitable training programs to eliminate the gaps in knowledge, skill or 
attitude. 
• Conducting training programs, or providing support to other departments in 
conducting training. 
• Evaluating the effectiveness of the training programs and making necessary 
changes. 
With the advancements in technology and the spread of business on a global 
scale, it has become important for organizations to concentrate on training their 
employees to meet global challenges. Merely selecting employees does not ensure that an 
organization will be successful. It has to train them to face the continuous challenges of a 
competitive business environment. Moreover, the ongoing trends of greater work force 
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 diversity, flatter organizations, and increased global competition, have increased the 
significance of training and development in helping the employees take up greater 
responsibilities. 
[III] Management Development:
Management development is the concept of developing the employees of an 
organization to meet future changes and challenges. It includes forecasting the human 
resource demands of an organization and gearing up to meet these demands. Management 
development looks at enabling an employee to develop his overall personality and his 
capability for continuous improvement. It is different from training, where the employee 
is taught a set of specific skills or imparted knowledge on a particular subject. 
CONCEPT OF MANAGEMENT DEVELOPMENT: 
Management Development relates to the development and growth of the 
employees in an organization through a systematic process. This development is future-
oriented and prepares managers for a career of valuable contribution to the organization. 
It is concerned with the learning and development of the employees. It helps in the 
development of the intellectual, managerial and people management skills of managers. It 
trains managers to understand and analyze different situations, and to arrive at and 
implement the correct solutions. 
 Management development is a key component of an organization's efforts to 
prepare its employees to successfully handle new challenges. Management development 
helps managers to understand new cultures and customs that have become an integral part 
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 of the global market. It helps managers equip themselves with the latest technologies, 
tools and techniques for improved quality and performance. 
Management development activities generally focus on a broad range of skills, 
while training programs concentrate on a limited number of technical skills. For example, 
a training program for a software developer involves enhancing his technical skills, 
whereas a development program would involve a wide variety of interpersonal skills and 
managerial skills, like planning, organizing, leading, communicating, motivating and 
decision making. Many companies undertake training and development activities 
simultaneously. 
[IV] Career Planning & Development:
Almost every young executive, when he takes up his first job in an organization, 
dreams of a career path, usually that of a corporate high-flier. Some people achieve their 
dreams while others do not. The most common reason why some dreams are fulfilled is 
sincere effort combined with strong perseverance. Of course, the individual has to get 
enough opportunities; he has to identify them and respond positively. The onus of 
providing good opportunities for advancement to the individual lies with the organization 
and the power of leveraging those lies with the employee. All these determine the success 
of an individual in his career and the success of an organization in career management. 
Organizations have to help employees plan their careers and manage them. The 
employees have to be given a chance to identify their competencies and aptitudes and 
then provided the right opportunities. Organizations which help their employees plan 
their career; enjoy the benefits of a motivated and loyal workforce. Organizations need to 
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 help employees maximize their career motivation. Career motivation involves three 
aspects: resilience, insight and identity. Career resilience is the degree to which 
employees can cope with problems affecting their work. Career insight is the extent to 
which employees are aware of their interests, skills, strengths and weaknesses, and how 
these perceptions relate to their career goals. Career identity refers to the extent to which 
employees define their personal values in accordance with their work and the degree of 
alignment between the two. 
Career planning refers to identifying one's career goals and formulating plans of 
reaching them through various means like education, work experience etc. Career 
development looks at individuals' goals from the point of view of the organization, where 
as career planning looks at the same from the individual's view point. Hence it is 
important that career planning and career development reinforce each other. 
[C] Compensation Management:  
Employee compensation is of one the major determinants of employee 
satisfaction in an organization. The compensation policy and the reward system of an 
organization are viewed by the employees as indicators of the management's attitude and 
concern for them. It is not just the compensation in to, but its fairness as perceived by the 
employees that determines the success of a compensation management system. Hence, it 
is very important for the management to design and implement its compensation system 
with utmost care and tact. A good compensation system should be able to attract and 
retain employees, give them a fair deal, keep the organization competitive and motivate 
employees to perform their best. 
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 Traditionally, pay scales in companies reflected the importance of the work and 
the responsibility level. Today organizations try more to assess the worth of an individual 
in terms of his performance and contribution to the organization. With the growing 
demands of the workforce and the constant challenges in the business environment, 
organizations have to evolve an accurate system for evaluating jobs and assessing their 
worth. Job evaluation helps to determine the relative worth of a job in an organization- in 
a systematic, consistent and accurate manner. It also helps in estimating the basic pay for 
each job in accordance with the importance of the job in the organizational hierarchy. 
Once the basic pay is determined, the rewards, incentives and benefits attached with the 
pay, position and performance are also determined. The basic wage, incentives and 
rewards and benefits, together form the compensation package of an employee. 
Compensation includes all the extrinsic rewards that an employee receives during 
and after the course of his job, for his contributions to the organization. The principles of 
compensation payment are that it has to be adequate, equitable and fair to the employees. 
Compensation encompasses base salary, incentives, bonus and benefits and is based on 
job evaluation. 
[I] Job evaluation:
It is a systematic determination of the value of each job in relation to other jobs in 
the organization, in the industry and in the market. In other words, job evaluation 
involves classifying a job based on its importance and its contribution to the organization 
and its requirements. It involves 
• Identifying/designing suitable job evaluation techniques; 
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 • Evaluating various jobs; 
• Ascertaining the relative worth of jobs in various categories. 
Job evaluation is a systematic process of analyzing and evaluating jobs to 
determine the relative worth of each job in an organization. It forms the basis for 
designing the compensation management system in an organization. Since the 
compensation management and the perceived fairness of compensation administration 
have a big influence on employee morale and satisfaction, job evaluation assumes 
immense importance. Apart from job evaluation, the various factors that determine the 
compensation system are the size and structure of the organization and the industry in 
which it operates the strength of employee unions, the position of the person and his 
importance to the organization, the demand for particular skill sets in the industry, and 
above all, the profitability of the company. 
Job evaluation helps in determining the relative worth of each job in an 
organization. The basic purpose of job evaluation is to ensure the systematic assessment 
of jobs to determine their worth for the purpose of wage and salary administration. The 
process of job evaluation starts with a plan, moves to the identification of job dimensions 
and classification of the jobs and finally ends with the implementation of the evaluation. 
There are different techniques of job evaluation, some are quantitative and some are non-
quantitative. There are both advantages and limitations to job evaluation. 
[II] Wage and salary administration:
The process of formulating and operating a suitable wage and salary program is 
known as wage and salary administration. It includes: 
  37  
 • Conducting wage and salary survey in the market and in the industry; 
• Determining wage and salary rates on the basis of various factors like law, equity, 
fairness and performance; 
• Implementing wage and salary administration programs; 
• Evaluating the effectiveness of these programs. 
[III] Incentives:
Incentives are the rewards an employee earns in addition to regular wages or 
salary based on the performance of the individual, the team or the organization. 
Bonus - Bonus is primarily a share in the surplus or bounty and is directly related 
to the organization's performance. In India, the payment of bonus is a very popular means 
of rewarding employees and is governed by The Payment of Bonus Act 1965. 
[IV] Fringe benefits:  
Fringe benefits are those monetary and non-monetary benefits given to employees 
during their employment, and sometimes, in the post-employment period also. These 
benefits are connected to employment with the organization and are not related to the 
employee's performance. These benefits provide a sense of security to the employee and 
keep them committed to the organization. Some of the fringe benefits include: 
•     Disablement benefits 
•      Housing facilities 
•     Canteen facilities 
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 •      Conveyance facilities 
•      Educational facilities for employees and their children 
•     Credit facilities 
•      Recreational facilities 
•     Medical and welfare facilities 
•      Post-retirement benefits 
•     Company stores 
•      Legal aid. 
 [D] Employee relations:
Employee relations deal with the employees in the organizational context, as a 
social group that contributes to the organization. It includes 
• Increasing employee productivity; 
• Keeping the employees satisfied and motivated; 
• Developing team building, team management and leadership skills in employees; 
• Designing and implementing a fast and suitable grievance management system; 
• Ensuring discipline among the employees by prompt action to correct deviations; 
• Supporting  employees  by  counseling  and  developing  them   into  complete 
individuals and responsible citizens; 
• Enhancing the quality of work life and personal life of the employees. 
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 The relationship between an employee and his manager plays a critical role in 
determining the job satisfaction level of the employee. Ideally, an average employee 
desires his manager to possess the following characteristics: 
• Be genuinely interested in the employee and his work; 
• Lend support and guidance whenever required; 
• Bring in clarity in terms of the job responsibilities and tasks; 
• Identify the strengths and suggest how to build on them; 
• Identify the weaknesses of the employee and encourage him to overcome them; 
• Take a personal interest in the employee and his problems; 
• Be willing to listen and accept concrete and valuable ideas; 
• Reward the employee for his contributions; 
• Have faith and confidence in the abilities of the employee; 
• Be frank and open in his dealings with the employee as well as the organization. 
[I] Motivation:
Motivation is a psychological state. Understanding motivation can help in 
understanding individual behavior. In general, the causes of behavior arc regarded as 
motivation. In addition to the perception, personality, attitudes and learning that 
characterize an individual, motivation is a phenomenon which helps in understanding 
human behavior. People also tend to consider motivation as a personality trail, although 
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 this is not really true. They believe that some people have this trait, while others lack it. 
Therefore, some managers assume that certain individuals are always lazy or lack 
motivation. However, this assumption is not correct. Motivation depends on the 
individual as well as on the situation. Every individual has different motivational drives, 
but the situation also plays an important role in determining a person's motivational level. 
[II] Morale:
Morale may be defined as the ‘extent’ to which an individual’s needs are satisfied 
and the extent to which the individual perceives that satisfaction is steaming from his 
total job situation'. Morale is thus a manifestation of direct and indirect satisfaction, sense 
of contentment and need fulfillment through work. Morale is both an individual and a 
group phenomenon. In the latter case, high morale is reflected in good team work and 
team spirit. Under condition of a high degree of morale, people have few grievances, 
frustrations and complaints. They are clearer about the goals and tasks-both 
organizational and individual and the interactions between them. Morale is sometimes 
regarded as the effect of a complex of personality and situational variables. Job content, 
nature of job, quality of supervision, affinity with one's work-group, type of rewards, 
family circumstances, working and living conditions, culture and so forth have a definite 
influence on morale. 
Morale is the degree of enthusiasm and willingness with which the members of a 
group pull together to achieve groups goals. Morale represents a composite of feelings, 
attitudes and sentiments that contribute to general feelings of satisfaction. It is a state of 
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 mind and spirit affecting willingness to work, which in turn, affects organizational and 
individual objectives.16
Morale refers to the spirit of the organisation. It represents the attitudes of 
individuals and groups in an organisation towards their work environment and towards 
voluntary cooperation to the full extent of their capabilities for the fulfilment of 
organizational goals. Thus, morale is an indicator of attitudes of employees towards their 
jobs, superiors and environment. It is the sum total of employees' attitudes, feelings and 
sentiments towards these variables. Morale is by-product of motivation and group 
relationships in the organisation. It is a mental process which once started permeates in 
the entire group creating a mood which results in the formation of a common attitude. 
[III] Job Satisfaction:
The term job satisfaction was brought to limelight by Hoppock (1935). He 
reviewed 35 studies on job satisfaction conducted prior to 1933 and observed that job 
satisfaction is a combination of psychological, physiological and environmental 
circumstances that cause a person to say, "I am satisfied with my job." Such a description 
indicates the variety of variables that influence the satisfaction of the individual but tell 
us nothing about the nature of job satisfaction. 
Job satisfaction has been most aptly defined by Pestonjee (1973) as job, 
management, personal adjustment, and social relations. Morse (1953) considers job 
satisfaction as dependent upon job content, identification with the company, financial and 
job status and pride in group performance. 
                                                 
16. Robert M. Guion, Industrial Morale The problem of Terminology, Personnel 
Psychology, 1958. pp. 59-61. 
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 According to Pestonjee, job satisfaction can be taken as a summation of 
employee's feelings in four important areas. These are: 
1.  Job - nature of work (dull, dangerous, interesting), hours of work, fellow workers, 
opportunities on the job for promotion and advancement (prospects), over-time 
regulations, interest in work, physical environment, and machines and tools. 
2.   Management - supervisory treatment, participation, rewards and punishments, praises 
and blames, leave policy, and favouritism. 
3.   Social Relations - friends and associates, neighbours, attitudes towards people in 
community, participation in social activities, sociability, and caste barriers. 
4.   Personal Adjustment - health and emotionality. 
[IV] Communication:
 In all organizations, individuals and groups attempt to exchange ideas, feelings 
and emotions. This communication is essential for sharing information and coordinating 
action. 
Communication is essential for achieving managerial and organizational 
effectiveness. Without communication, employees will not be aware of what their co-
workers are doing, will not have any idea about what their goals are, and will not be able 
to assess their performance. In the absence of channels of communication, supervisors 
will not be able to give instructions to their subordinates and management will not 
receive the information it requires to develop plans and take decisions. In other words, 
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 the basic management functions of planning, organizing, directing and controlling cannot 
be carried out without communication. 
Good communication helps employees become more involved in their work and 
helps them develop a better understanding of their jobs. Clear, precise and timely 
communication of information also prevents the occurrence of organizational problems. 
Effective communication is essential for achieving organizational goals, but ensuring 
such communication has been a major problem for most organizations. 
Although the word "communication" is often used, there has been no consensus 
among communication experts regarding the definition of communication. In general, 
communication may be defined as the process by which information is exchanged 
between individuals. The process includes the use of written messages, spoken words and 
gestures. The field of organizational behavior seeks to examine the impact of 
communication on the behavior of employees within organizations. 
Communication, in general, may be defined as the process by which information 
is exchanged between individuals using written messages, spoken words, or gestures. It is 
a dynamic, interpersonal process in which an individual modifies his response on the 
basis of the behavior of the recipient of the message. Henri Fayol and Chester Barnard 
have contributed greatly to the field of communication. The more recently proposed 
managerial communication model is based on the modern research findings on 
communication. 
Managers need timely and appropriate information to make sound decisions. 
Therefore, communication is essential for the effective functioning of organizations. In 
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 the two-way communication process, a sender or speaker transmits a message to a 
receiver through a proper medium and gets feedback from him. Downward 
communication is the primary means of organizational communication and is directive in 
nature. Upward communication is less frequent and non-directive in nature. Lateral 
communication or cross-communication involves communication across the chain of 
command. Interactive communication helps employees coordinate their work to achieve 
overall organizational objectives. 
Communication need not always involve the exchange of words. Nonverbal 
communication refers to the use of nonword human responses like facial expressions and 
gestures and the perceived characteristics of the environment through which the human 
verbal and nonverbal messages are transmitted. 
There may be a number of interruptions in the communication process that act as 
barriers to communication. These barriers may totally prevent communication, filter a 
part of it, or convey the wrong meaning. Filtering, selective perception, defensiveness 
and linguistic differences are some of the barriers to effective communication. 
A network refers to a group of people who develop and maintain contact with 
others to exchange information of common interest in an informal manner. The grapevine 
is an informal network in which information moves freely in all directions, goes beyond 
the chain of authority and satisfies the social needs of organizational members. 
Information technology has, to a great extent, revolutionized the communication 
process in organizations. A computerized MIS facilitates faster and efficient 
communication in organizations. Electronic mail is a computer-based communication 
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 system which allows messages to be exchanged instantly. Telecommuting involves the 
accomplishment of all or part of a person's work at home through computer links to the 
office. Though telecommuting benefits employees, organizations and society in many 
ways, it can lead to the social isolation of employees working from home. 
[v] Grievance & Disciplinary Procedure:  
Employees differ as individuals, in their needs, expectations and behavior. When 
their needs are not satisfied or their objectives are not achieved, the result is employee 
dissatisfaction. It is not an easy task for the management to keep all the employees 
satisfied and motivated, all the time. There can be different reasons for an employee 
being dissatisfied. For example, failing to get a promotion or a pay hike, which the 
employee has been expecting, can lead to unhappiness and dissatisfaction. This 
dissatisfaction takes the shape of a grievance when it is formally brought to the notice of 
the management. 
The grievance redressal procedure of an organization enables employees to air 
their dissatisfaction. It is important that an organization has an effective grievance 
redressal system. This helps the organization to solve problems at the level of an 
individual rather than have them result in industrial unrest. Keeping track of employee 
grievances also helps an organization check its policies and procedures to avoid similar 
problems in the future. 
C B Mamoria17 brings out the difference between dissatisfaction, grievance and 
complaint. Dissatisfaction arises when an individual is not happy in his job and when-the 
                                                 
17. Personnel Management, Himalaya Publishing House, 12th Ed. 1998. 
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 organization does not recognize the individual's goals. This dissatisfaction leads to 
complaints when an individual discusses it with another employee in the organization. 
When the dissatisfaction related to the work is brought to the notice of the management, 
the complaint becomes a grievance. 
Conclusion: 
 Human Resource management is essential for any growth oriented and dynamic 
organization which wants to succeed in a fast changing and competitive environment. It 
is the route by which companies and employing organisation can come to terms with the 
new situation. It provides the means by which fullest potential of employees can be 
developed and used for the benefit of both themselves and their employees. Good human 
resource management practice will ensure that every employee knows that they matter as 
an individual and a human being while the employer will have the confidence that the 
workforce will perform to the levels need and beyond for success in today’s competitive 
world. 
 The scenario that one can visualize is that human resource management has to be 
tackled form competition at the organizational level, and at the individual or group level. 
The function of human resource management should be handled continuously through 
training, education, job rotation, and reassignment of various kinds. There is need for a 
healthy climate, characterised by the values of openness, enthusiasm, mutuality, trust and 
collaboration for developing human resources. The present situation demands that the 
men who are employed in an organisation work a hundred percent commitment, devotion 
and discipline. The way to remain competitive is by developing people continuously. It is 
very important for human resource professionals to understand various changes taking 
place in organization and adapt human resource activities accordingly. 
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 Chapter – 2 
Overview of Small Scale Industries 
INTRODUCTION: 
 Mahatma Gandhi and his followers favoured small scale industries because these 
would provide employment without the need of much investment, would help in the 
dispersal of industry to rural areas produce much needed consumer – goods and avoid the 
concentration of economic power, dehumanization and pollution inherent in large scale 
industries. Small scale industries play a key role in the industrialization of a developing 
country. 
 In a labour abundant and capital scarce country like India, small scale industries 
have come to occupy a significant position in the planned industrialization of the 
economy. Most small scale industries have a low capital intensity and high potential for 
employment generation. Small enterprises are almost always locally owned and 
controlled. The development of SSI would be beneficial to the developing countries and 
assist in improving their economic and social well-being. 
 Small scale industries are recognized as instruments of social transformation, 
enlarging employment opportunities broad basing entrepreneurship and securing disposal 
of industries. They occupy a place of importance in the economy of all labour surplus 
countries as they provide employment for a substantial work force. 
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 The concept of Small Industry in India: 
 In India, in the beginning both investment and labour employed are taken into 
account to define the concept of small industry. The definition of SSI differs from 
country to country. All the definitions are based upon certain factors like number of 
persons employed, amount of investment, power, input, production / turnover, location, 
technology etc. In most cases ‘number of persons used’ and ‘investment’ are taken as the 
basis for defining the concept of small scale industry. 
Evolution of the Definition of small scale industry in India: 
 In India, in the beginning both investment and labour employed were taken into 
account to define the concept of Small Industry. The definition has undergone changes 
periodically. Over the five decades, government policies have been formulated to develop 
a framework for the revival and development of cottage, tiny, agro and small scale 
industries. With a view to determine the type of industrial units which needed special 
support, it was considered necessary to develop an appropriate definition for small scale 
units under the Industries Act, 1951  
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 Table  2.1 
Year SSI 
1950 Gross investment in fixed assets not exceeding Rs. 5 lakhs. 
1958 Gross investment in fixed assets less than Rs. 5 lakhs 
1959 Gross investment in fixed assets less than Rs. 5 lakhs 
1960 Gross investment in the fixed assets value up to Rs. 5 lakhs. Original 
value of plant & machinery only. 
1966 up to Rs. 7.5 lakhs 
1975 up to Rs. 10 lakhs 
1977 up to Rs. 10 lakhs 
1980 up to Rs. 20 lakhs 
1985 up to Rs. 35 lakhs 
1991 up to Rs. 60 lakhs 
1997 up to Rs. 3 crores 
1999 up to Rs. 1 crores 
 
There have been many changes in the ceiling limit of investment in plant and 
machinery over the years. The periodic revision in the definition of small scale industries 
as made by Government of India is given above. 
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 In 1997 the Government has increased the investment limit in plant and 
machinery in respect of small scale / ancillary industrial undertaking up to Rs. 3 Crores. 
Subsequently, there have been requests from individual small scale industrial units and 
SSI associations to reduce the investment limit on plant and machinery in respect of 
Small Scale Industries /    Ancillary industrial undertakings. Therefore, the Govt. has 
decided to reduce the investment on plant and machinery from Rs. 3 Crores to Rs. 1 
crore. (W.e.f. 24/12/1999) 
 
Present Definition of S.S.I.: (MSMED ACT – 2006): 
(i) Small Scale Industries:
 An industrial undertaking in which the investment in fixed assets in plant and 
machinery, whether held on ownership terms or on lease or by hire purchase does not 
exceed rupees 5 crore. 
- Classification of Enterprises: 
 Enterprises classified broadly into  
(A) Enterprises engaged in the manufacture / production of goods pertaining to 
any industry. 
Manufacturing enterprises defined in terms of investment in plant and 
machinery and further classified into: 
- Micro Enterprise : Investment up to Rs. 25 lakh 
- Small Enterprise : Investment above Rs. 25 lakh & up to Rs. 5 crore 
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 (B) Services enterprises defined in terms of investment in equipment and further 
classified into : 
- Micro Enterprise : Investment up to Rs. 10 lakh 
- Small Enterprise : Investment above Rs. 10 lakh & up to Rs. 2 crore 
 
The Micro, Small and Medium Enterprises Development Act, 2006 – An Overview: 
 The Micro, Small and Medium Enterprises Development Act, 2006, came into 
being on 16th June, 2006. Though the Act empowered Government to notify different 
dates for enforcement of different provisions of the Act, the whole of the Act came into 
force in one go on 2nd October1, 2006. By virtue of section 32 of this Act, ‘The Interest 
on Delayed Payments to Small Scale and Ancillary Undertakings Act, 1993’ stands 
repealed w.e.f. 2nd October 2006. 
 The Act aims to facilitate promotion, development and enhancement of the 
competitiveness of micro, small and medium enterprises through skill development, 
technological upgradation, and preference in procurement by Government, government 
aided institutions and public sector enterprises. The Act also seeks to provide protection 
to such enterprises by making provisions for timely release of payments due to these 
organisations. 
 Though the Act is in furtherance to the Industries (Development and Regulation) 
Act, 1951, it overrides that Act so far as classification of enterprises is concerned. This is 
                                                 
1 Notification no. S.O.1151(E) dated 18.07.2006 – Government of India – Ministry of Small Scale 
Industries 
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 because the relevant section 7 starts with the words “Notwithstanding anything contained 
in section 11B of the Industries (Development and Regulation) Act, 1951…” 
 
Criteria to determine Micro, Small and Medium Enterprises: 
 Section 7(1) of the Act empowers Central Government to classify, by way of 
notification, any class or classes of enterprises, whether proprietorship, HUF, AOP, Co-
operative society, Partnership firm, Company or undertaking, by whatever name called 
into Micro, Small or Medium enterprises. The relevant notification2 issued on 29th 
September, 2006 has adopted the classification and investment criteria as prescribed in 
the Act itself. Perhaps to remove any doubt, the notification has included ‘any other legal 
entity’ within its fold. Thus Trusts and other charitable institutions are also eligible for 
registration and protection under this Act. Table summarizes classification and 
investment criteria: 
                                                 
2  Notification no. S. O. 1642(E) dated 29.09.2006 – Government of India – Ministry of Small Scale 
Industries 
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 Table 2.2 
Classification If engaged in the manufacture 
or production of goods 
pertaining to any industry 
specified in the First Schedule 
to the Industries (Development 
and Regulation) Act, 1951 
If engaged in providing or 
rendering of services 
Micro 
Enterprise 
Investment in plant and 
machinery does not exceed 
twenty-five lakh rupees 
Investment in equipment does 
not exceed ten lakh rupees 
Small 
Enterprise 
Investment in plant and 
machinery is more than twenty-
five lakh rupees but does not 
exceed five crore rupees 
Investment in equipment is 
more than ten lakh rupees but 
does not exceed two crore 
rupees 
Medium 
Enterprise 
Investment in plant and 
machinery is more than five 
crore rupees but does not exceed 
ten crore rupees 
Investment in equipment is 
more than two crore rupees but 
does not exceed five crore 
rupees 
  
List of industries in the First Schedule to the Industries (Development and 
Regulation) Act, 1951 is very exhaustive running into 38 groups and bifurcated into 
several sub-groups. 
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  Explanation 1 to section 7(1) clarifies that in calculating the investment in plant 
and machinery, the cost of pollution control, research and development, industrial safety 
devices and such other items as may be specified by notification, shall be excluded. 
Accordingly a notification dated 05.10.20063 was issued which lists several other items 
like loose tools, power generator sets, extra transformers, storage tanks and fire-fighting 
equipment, etc. to be excluded while calculating investment. In case of imported plant 
and machinery, the import duty, shipping charges, customs clearing charges etc. are to be 
included. 
 For service enterprises, section 7(1) (b) of the Act has used the word ‘equipment’ 
and not ‘plant and machinery’. Explanation 1 also uses the words ‘plant and machinery’. 
Notification dated 05.10.2006 refers to only section 7(1) (a). Combined effect of all these 
establishes that no exclusion are provided for enterprises engaged in providing or 
rendering services. 
 By virtue of explosion 2 to section 7(1) read with section 29B of the industries 
(Development and regulation) Act, 1951, Central government reserves the power to 
exempt, by notification, any industrial undertaking or class of industrial undertakings 
from all or any of the provisions of the Act. 
 
Small Scale Industries under five year plan periods: 
 The allocation made for the development of Village and Small Industries during 
the plan periods are shown in the following table: 
                                                 
3 Notification no. S. O. 1722(E) dated 05.10.2006 – Government of India – Ministry of Small Scale 
Industries 2006. 
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 Table 2.3 
Plan Outlays for Village and Small Industries 
(Rs. In Crores) 
Plan Period Village and 
small 
Industries 
(VSI) 
Total plan 
allocation 
VSI as a 
percentage 
to total 
plan outlay 
I Plan 1951-52 to 1955-56 42.00 1,960 2.1 
II Plan 1956-57 to 1960-61 187.00 4,672 4.0 
III Plan 1961-62 to 1965-66 241.00 8,577 2.8 
Three Annual 
Plans 
1966-67 to 1968-69 126.00 6,625 1.9 
IV Plan 1969-70 to 1973-74 243.00 15,779 1.5 
V Plan 1974-75 to 1978-79 611.00 39,429 1.5 
Annual Plan 1979-80 289.50 12,177 2.4 
VI Plan 1980-81 to 1994-95 1780.50 1,09,292 1.8 
VII Plan 1985-86 to 1989-90 2752.70 1,80,000 1.5 
Two Annual 
Plans 
1990-91 and 1991-92 1819.10 1,23,120.5 1.48 
VIII Plan 1992-93 to 1996-97 6334.20 4,34,100 1.46 
Annual Plan 1997-98 1728 1,39,626 1.24 
Annual Plan 1998-99 946 80,720 1.17 
Source : Government of India SIDO, Annual Report 1983-84, New Delhi, 1985 
Government of India, Ministry of Finance, Economic Survey 1985-86, 
Economic Survey 1993-94, P. 48. 
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  The industrialization process in India really began with the first five year plan. 
Out of the total plan outlay of Rs. 1960 crores a sum of Rs. 42 crores were allotted for the 
development of village and small scale industries under the plan period. During the 
second plan period Rs. 187 crores were allotted to VSI sector out of the total plan 
allocation of Rs. 4672 crores (i.e. 4% of the total plan outlay) During the third five years 
plan Rs. 241 crores were allotted to VSI sector out of the total plan outlay of Rs. 8577 
crores, which is 1.2% less than the total plan outlay of the second plan. Under fourth plan 
period Rs. 243 crores were allotted to village and small Industries out of the total plan 
allocation of Rs. 15779 crores. Out of total plan allocation of Rs. 39429 crores in the fifth 
plan, Rs. 611 crores were earmarked to VSI sector. The sixth plan allocated a sum of Rs. 
1780.50 crores for VSI sector out of the total plan allocation of Rs. 1,09,292 crores and 
thus the VSI sector received 1.8% of the total outlay. The seventh plan has made a 
provision of Rs. 2752.70 crores out of the total plan outlay of Rs. 1,80,000 crores which 
consists of 1.5% of the total plan outlay. During the eight five year plan Rs. 6334.2 crores 
were set aside for the development of village & small scale industries out of the of the 
total plan outlay of Rs. 4,34,100 crores. The share of VSI sector in the total plan outlay 
constitutes 1.5%. 
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 Small Industries in the ninth and tenth plan: 
 The ninth plan mentions that during the last few years “the growth of SSI sector 
in the non-reserved areas has been higher than in the reserved categories which are proof 
of their inherent strength and resilience of the small scale sector and its ability to respond 
to the challenge of the market forces.”4
 A review of the targets and achievements of the Ninth Plan reveals that the target 
of small scale industries was more or less achieved.  
 However, there was considerable failure to achieve the production targets of 
handloom cloth, power loom cloth and handicrafts. Similarly, there was serious slippage 
of employment target. As against the target of 66 million persons in terms of employment 
target by 2001-02, actual achievement was only 48.3 million. Here also handlooms, 
power looms and handicrafts were the significant non-achievers. Dereservation of 
important SSI items were chiefly responsible for this failure. On the export front, the 
achievement was remarkable. Small scale industries recorded export growth of Rs. 
89,665 crores as against the target of Rs. 62,457 – 44 percent more than the target. 
A close perusal of the target set in the Tenth plan indicated that some targets have 
been fixed without taking into account the ground reality. For instance, to achieve a target 
of Rs. 1, 40,940 crores by 2006-07 in small scale industries production, i.e. at an annual 
average growth rate of 15.2 percent is doomed to failure, more so in view of the state 
policies of withdrawing incentives from the SSI sector. Similarly, to achieve a target of 1, 
32,821 million sq. meters in power loom production, in view of the fact that during the 
ninth plan, there was failure to achieve the target, is another instance of unrealistic 
expectation. The government by de-reserving readymade garments has created a situation 
which has adversely affected this sector. 
                                                 
4 Planning commission, Ninth five year plan (1997-2002), Vol. II, P, 576. 
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 Table 2.4 
 Performance of the VSI sector production, employment and exports. 
Ninth Plan 
Achievement 
Tenth Plan 
Achievement 
Sub-sector 
(scheme) 
Unit Target 
2001-02 
(Anticipated) 
2 as % 
of  1 
2006-07 Annual 
average 
growth 
rate 
A. Production 
1. Small Scale 
Industries 
Rs. Crores 7,38,180 6,90,522 93.5 1,40,940, 15.2 
2. Coir fibre 000 tonnes 375 375 100.0 435 30. 
3.Handloom cloth Mill. Sql M. 12,336 7579 61.4 10,000 5.7 
4.Powerloom cloth Mill. Sql. M. 30,489 25,273 82.9 1,32,821 29.3 
5. Raw silk Mill. Tonnes 20,540 18,395 94.4 26,450 6.2 
6. Handicrafts Rs. Crores 52,201 18,677 35.8 47,204 20.4 
Employment 
1. Small Scale 
Industries 
Mil. person 18.4 19.3 104.9 23.7 2.2 
2. Power looms  Mil. person 8.0 4.2 52.5 4.5 1.4 
3. Coir  industries Mil. person 0.6 0.54 83.3 0.65 3.7 
4. Handlooms Mil. person 17.3 12.4 71.7 12.0 -0.6 
5. Sericulture Mil. person 7.1 5.6 78.9 6.0 1.4 
6. Handicrafts Mil. person 8.2 5.8 70.7 6.8 3.2 
Exports 
1. Small Scale 
Industries 
Rs. Crores 62.457 89,665 143.6 1,26,000 14.0 
2. Coir Industries Rs. Crores 78,900 325 81.2 700 16.5 
3.Handlooms Rs. Crores 3,175 2,200 69.3 4,500 15.8 
4.Powerlooms Rs. Crores 8,050 11,000 136.5 N.A. - 
5. Silk Rs. Crores 1m525 2,530 165.9 4,050 9.7 
6. Handicrafts Rs. Crores 11,950 10,610 88.8 17,000 9.7 
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 Performance of SSI sector in India: 
 The SSI sector, in India, has shown remarkable performance in recent years. 
According to the Third census, in 2001-02, there were 13.75 lakh units in the registered 
sector and 91.46 lakh units in the unregistered sector, thus recording a total number of 
105.21 lakh units in the SSI sector. The small scale sector plays a vital role for the growth 
of the country. It contributes 40% of the gross manufacture to the Indian economy. It has 
been estimated that a lakh rupee of investment in fixed assets in SSI sector produces 4.62 
lakh worth of goods or services. The small scale sector has grown rapidly over the years. 
The output of SSI sector rose from Rs. 2, 82,270 crores in 2001-02 to Rs. 4, 70,966 
crores during 2005-06. The SSI sector in India creates largest employment opportunities 
for Indian populace, next to agriculture. It has been estimated that a lakh rupees of 
investment in fixed assets in the small scale sector generates employment for four 
persons. The employment in the SSI sector increased from 249.06 lakhs in 2001-02 to 
294.90 in 2005-06. The export of SSI sector constitutes Rs. 71,244 crores in 2001-02 and 
it rose to Rs. 1,24,416 crores in 2005-06. The significant performance of SSI sector is 
given in the following table 
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 Table 2.5 
The performance of SSI sector from 1994-95 to 2005-06 
Year Registered No. of Units 
(in lakhs) 
Unregistered
Total Production 
(Rs. Crore) 
As current 
Prices 
At 
1993-
94 
Prices 
Employment 
Lakhs 
Export 
Rs. 
Crores 
at 
current 
prices 
1994-95** 19.44 6.27 25.71 298,886 266,054 146.56 296,068 
1994-95 11.61 67.99 79.60 122,210 109.116 191.40 29,068 
1995-96 11.57 71.27 82.84 148,290 121,649 197.93 36,470 
1996-97 11.99 74.22 86.21 168,413 135,380 205,86 39,248 
1997-98 12.04 77.67 89.71 189,178 147,824 213.16 44,442 
1998-99 12.00 81.34 93.36 212,901 159,407 222.5 48,979 
1999-00 12.32 84.83 97.15 234,255 170,709 229.10 54,200 
2000-01 13.10 88.00 101.10 161,289 184,428 239.09 69,797 
2001-02 13.75 91.46 105.21 282,270 195,613 249.9 71,244 
2002-03 14.68 95.42 110.10 311,993 210,636 261.38 86,013 
2003-
04* 
15.54 98.41 113.95 357,733 228,790 271.36 N.A. 
2004-05 16.351 102.02 118.59 418,263 251,511 282.91  
2005-06 18.70 104.70 123.40 4,70,966 372,134 294.90 1,24,416
Average  
Annual  
Growth  
Rate 
(1994-
95 to 
2005-
06) 
4.4 4.0 4.1 13.0 8.6 4.5 14.1 
** These figures relate to data given by Ministry of Small scale industries earlier.  
Source: Ministry of Small Industries as given in Economic Survey (2005-06) P. 166 and 
ministry of Small Scale Industries. 
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 The SSI sector has played a vital role in the development of the economy and 
there is still scope for an increase in production and productivity in this sector. The 
products of this sector have been accepted on an increasing scale in foreign markets and 
as ancillary items to the large scale units in the country. More and more sophisticated 
items of consumption are produced by this sector. There has been a steady and significant 
growth of small industry in the country. Export from the small sector over a period of 
time has acquired great significance in India’s foreign trade. The SSI sector today 
constitutes a very important segment of India’s economy and it accounts for nearly 40% 
of the gross value of output in the manufacturing sector and about 50% of the total 
exports from the country. Direct exports from the SSI sector accounts for 35% of the total 
exports and non traditional products accounts for more than 95% of the SSI exports. 
GIDC – The Customer Oriented Corporation: 
 GIDC was setup under the Gujarat Industrial Development Act, 1962 to initiate 
organized industrialization in Gujarat. The function of GIDC is to identify and develop 
locations suited for industrial purposes, making it tailor made for an entrepreneur’s needs. 
Infrastructure, roads, drainage, power, water supply, street lights, GIDC arranges for all 
of these at the locations. These are backed up by supplementary amenities like banking, 
telecommunications, shops, canteens, schools, dispensaries, police chowky, and 
residential areas. Several estates have built in housing facilities for its executives and 
workers. The low cost and ready availability of such estates and locations have been an 
answer to all the needs of entrepreneurs. 
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 GIDC ESTATES: 
Table 2.6 
Industrial Estate in Rajkot District 
 
Sr 
No. 
Name of GIDC 
Estate 
Land Sq. 
mt. 
Total Allotted Vacant 
   Plots Sheds Plots Sheds Plots Sheds 
(1) (2) (3) (4) (5) (6) (7) (8) (9) 
1. Aji Industrial 
Estate 
83-96-00 262 274 262 274 - - 
2. Bhaktinagar I.E. 08-83-04 75 142 75 142 - - 
3. Gondal – 1 I.E. 13-25-00 69 29 69 29 - - 
4. Gondal – 2 I.E. 32-71-00 151 10 151 10 - - 
5. Jasdan I.E. 06-02-00 31 11 31 11 - - 
6. Jetpur I.E. 10-42-00 36 - 36 - - - 
7. Kuvadva I.E. 53-83-00 285 - 285 - - - 
8. Lodhika I.E. 424-12-60 1514 20 1320 20 194 - 
9. Rafadeshwar I.E. 40-23-20 295 295 - - - - 
10. Vankaner I.E. 19-68-00 80 08 80 08 - - 
11. Upleta I.E. 5-23-00 42 - 42 - - - 
12. Mota Dahisara 
I.E. 
1-23-12 01 - 1 - - - 
13. Paddhari I.E. 1-00-00 09 07 09 06 - 01 
14. Morbi I.E. 8-08-00 47 110 47 110 - - 
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 Table 2.7 
Progress of SSI Registration in Rajkot District 
No. Year No. of 
Registered 
Units 
Investment  
(Rs. In Lacs) 
Employment 
1 Up to 1.10.1978 3544 1603.01 27984 
2 1978-79 242   
3 1979-80 314   
4 1980-81 712 392.91 5771 
5 1981-82 718 444.04 5284 
6 1982-83 563 563.55 6956 
7 1983-84 753 441.77 3660 
8 1985-86 802 590.73 3755 
9 1986-87 851 478.20 3285 
10 1987-88 1054 438.15 2783 
11 1988-89 1204 375.19 2997 
12 1989-90 1262 487.60 3018 
13 1990-91 1113 888.43 2693 
14 1991-92 1230 1248.79 4195 
15 1992-93 1249 1206.83 4134 
16 1993-94 1400 1583.09 4853 
17 1994-95 1402 1442.64 4430 
18 1995-96 1326 2103.18 4491 
19 1996-97 1350 3176.02 5599 
20 1997-98 1366 2498.05 4368 
21 1998-99 1400 2360.04 4253 
22 1999-00 1402 3746.25 4168 
23 2000-01 1436 6330.70 3238 
24 2001-02 1225 5334.76 2928 
25 2002-03 1154 4631.47 7037 
26 2003-04 558 1930.12 1629 
27 2004-05 829 3055.10 2559 
 Up to March 2004 
Total 
30459 48250.62 124947 
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 Table 2.8 
Industrial GroupWise Classification of Registered SSI units in Rajkot district  
No. of Registered SSI Units No. Item 
(Industrial GroupWise) Up to March 
2003 
During 2003-
04 
At the end of 
(March 04) 
1 Food Products 1953 34 1987 
2 Tobacco products 340 65 409 
3 Textiles 4378 11 4389 
4 Wood products 400 3 403 
5 Paper products 613 10 623 
6 Leather products 325 3 328 
7 Rubber products 933 29 962 
8 Chemical products 703 5 708 
9 Glass, Clay & Cement 1726 36 1762 
10 Non metallic products 1232 16 1248 
11 Metal products 1783 36 1819 
12 Machinery & Parts (non-elect.) 5225 58 5283 
13 Electrical machinery & 
Apparatus 
558 7 565 
14 Transport Equipment & parts 367 3 370 
15 Others 9094 513 9607 
 Total 29630 823 30459 
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 Table 2.9 
Talukawise Registered SSI units Information 
No. of Registered SSI Units No. Name of Taluka 
Up to March 
2003 
During 2003-
04 
At the end of 
(March 04) 
1 Maliya Miyana 1021 3 1024 
2 Morbi 3358 39 3379 
3 Tankara 231 10 223 
4 Vankaner 1731 6 1737 
5 Paddhari 576 1 577 
6 Rajkot 11286 308 11594 
7 Lodhika 637 23 660 
8 Kodta-Sangani 1344 46 1390 
9 Jasdan 1005 126 1131 
10 Gondal 2032 170 2202 
11 Jamkandorna 455 8 463 
12 Upleta 760 11 771 
13 Dhoraji 1027 39 1066 
14 Jetpur 4185 39 4224 
 Total 29630 829 30459 
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 Table 2.10 
Talukawise Functioning Small Scale Units, Investment, Production & Employment: 
Sr. 
No. 
Name of Taluka No. of Units Investment 
(Rs. In Lacs) 
Production Employment 
1 Rajkot 6759 22717 34430 27922 
2 Kotda-Sangani 880 17678 32189 7524 
3 Gondal 1174 2018 2297 1962 
4 Jetpur 3032 3560 3442 5006 
5 Dhoraji 764 1230 1378 1499 
6 Upleta 420 407 310 833 
7 Jam-Kandorana 287 402 1374 518 
8 Lodhika 454 4724 3946 2052 
9 Paddhari 495 1659 2820 1304 
10 Morbi 1929 10016 12569 10011 
11 Maliya Miyana 507 361 979 1053 
12 Vanakner 1312 4222 7106 3510 
13 Jasdan 686 561 996 824 
14 Tankara 188 121 141 264 
 Total 18,887 69,676 1,03,977 64,282 
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 Table 2.11 
Functioning Small Scale unit Information (31-03-03) (Rajkot District) 
No. of Unit 18,887 
Investment (Rs. In Lacs) 69,676 
Production 1,03,977 
Employment 64,282 
 
  
 
In India, the small scale sector is the second largest employment source; only after 
agriculture sector. This sector is important after agriculture sector. This sector is 
important sector for overall growth of economy. The small scale sector accounts for 
nearly 40% of manufacturing output, 50% of organized employment and overall 35% of 
export of India. The small sector has recorded rapid growth in India. 
 The above table No 2.7 indicates the progress of registered units in Rajkot 
District. It increased from 3544 in 1978 to 30,459 in 2003-04; investment in plant and 
machinery from Rs.  1603.01 lacs to Rs. 48250.62 lacs and the employment generated by 
these units were 1, 24,947. 
 Table no. 2.8 indicates the data of 15 major groups of small scale sector. The 
highest number of industries remain with the machinery and parts (5283 units) then 
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 second largest group was textile industries (4389 units) and the lowest number of 
industries remain in leather product (328 units). 
 Table no. 2.9 reveals the data of Talukawise registered SSI units of Rajkot 
district. At the end of March 2004, the highest no. of units was registered at Rajkot taluka 
while lowest no. of units was at Tankara. Constant increasing trend can be seen in all 
talukas. 
 At the end of March 2003, there were 18,887 functioning small scale units in 
Rajkot District. 
  
Impact of WTO on Small Scale sector: 
 The small scale industry constitutes a very important segment of the Indian 
economy. The SSI sector contributes nearly 35% of the gross value of output in the 
manufacturing sector. In terms of value added, SSI sector accounts for about 40% of the 
value added in the manufacturing sector. The sector accounts about 35% of India’s export 
earnings by way of different exports. 
 WTO agreements do not discriminate on the basis of size of industries. It talks 
about the enhanced efficiency and increased welfare at the global level. Market access 
through enhanced efficiency is the central theme of WTO agreements. In the WTO 
regime, reservations may have to be withdrawn, preferential purchase and other support 
measures may not be available and thus SSIs have to compete not only with the large 
units within the country, but also with cheap imported products. SSIs are thus losing their 
markets to cheap imported products. The rule of survival of the fittest is being applied to 
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 this sector and in their game, only a few able ones will be able to survive. Dumping of 
Chinese goods has seriously affected SSI sector. The real difficulty with SSI sector is that 
it does not have adequate resources to prepare the case for anti-dumping duties in view of 
the prohibitive costs of anti-dumping investigation. 
 The policy to attract foreign investment in India has a direct impact on SSIs as 
some of the MNCs have introduced their superior quality and technology products in the 
Indian market so that local industrial units tend to lose major market share enjoyed by 
them previously. 
 Import of goods will increase competition in all category of products including 
reserved items for SSIs. Due to low technology of Indian industry, Indian products find it 
difficult to compete with advanced countries. 
 Despite certain objectionable provisions in the trade proposals, India can not 
afford to ignore the changes taking place around the world and become a victim of 
isolation and protectionism. To remain in the mainstream of the global economy, it 
should follow the emerging norms and policies all over the world. India had no 
alternative as it was dealing with mighty nations who accounted for a major chunk of her 
external trade. India’s helplessness is also manifest from the fact that, in relative terms, 
she is a very minor player in the global trade; her choices and strategy were limited. 
 
Problems of Small Scale Industries: In Rajkot GIDC: 
 “There is not a single organisation which has no problems but there are many 
organisations which have no organisation to solve the problems.” 
 70
  The problems are classified into two categories: external and internal. External 
problems are those which result from factors beyond the control of the industrialist, while 
internal problems are those which are not influenced by external forces. No one has any 
control over the external problems and no one can prevent those problems but internal 
problems can be prevented with the help of managerial skill and talent. Units of the small 
scale industry face both types of problems but internal problems are bottle-necks for the 
units. 
 From the moment a small industrialist conceives the idea to start his own unit; he 
has to work hard against heavy odds. The first step, is the preparation of project report, 
calls for the collection of data on the marketability of the product chosen, the availability 
of raw material, the manufacturing techniques involved, the choice of machinery and 
location while a large unit can afford to pay a fat fees to a consultant for the preparation 
of a project report, the small industrialist has generally to rely upon himself. 
 The next problem is to get the permission of, and license from, the industries 
development department of the state, local bodies etc. a lot of time and energy are wasted 
in persuading these officials to perform their duties. At almost every stage the small 
entrepreneur has to tip people because corruption has taken deep roots in the economy. 
 Finance happens to be the next important problem area for the units of SSI. It was 
found during the field work that many units were facing shortage of working capital. The 
initial investment of these small units comes mainly from within; most of them invest 
their own funds. The small units depend more on their own funds and borrowed funds 
from non-government sectors. These small units are not in a position to offer the 
guarantee required by the banking sector. The shortage of funds makes it difficult for 
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 them to install modern machinery and tools and maintain well organised and full-
equipped factories. Moreover, they cannot buy and store good quality raw materials or 
stock their finished products, pack their goods attractively. State Finance Corporations 
take several months to take decision on extending term loans.  Banks also are not quick 
enough in the disposal of loan applications. They too, take anything from one to three 
months to clear a project and sanction advance facilities. Their assistance is hardly 
available for initial capital or for future expansion. It is available only for the working 
capital need of small scale units. 
 Raw material is one of the basic needs of any manufacturing unit. To procure, raw 
material both qualitative and quantitative at the time when it is required is one of the 
major functions of production department. The shortage of the right type of raw material 
at standard prices has affected the entire industrial sector. Because of their smallness and 
weak financial position, small scale industries have to utilize the services of middlemen 
to get raw material on credit. The irregular supply of raw materials disturbs the 
production schedules and increases the cost of production. The raw material problem has 
been extremely acute for steel based industries like bicycles and parts, sewing machines 
and parts etc. 
 Delay in supplies of raw materials is also one of the problems for the units of SSI. 
It was felt during the field work that the most important cause for the delay in the 
supplies of raw materials has been the financial delay or delay in obtaining finance for 
purchase of raw materials. The other causes of delay have been found transport 
bottleneck and delay in allotment and distribution. 
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  Handling labour, which is major contributor to industrial production, is one of the 
most difficult tasks of the industrialist because of the Human element involved in it. 
Labour today is fully aware of its rights. Labour problems include absenteeism, higher 
rate of labour turnover. Unavailability of skilled labour and adverse attitude towards the 
job. There were certain reasons for which units of SSI face acute shortage and non 
availability of skilled labour. 
1) It is true that weak financial position is in the inheritance of the units, so units 
offer very poor wages to the skilled labours in comparison with the wages 
structure of large and medium units. Due to the poor wages, skilled labours are 
not coming forward to accept the jobs in the units of SSI. 
2) Units of SSI are of one or few men show as most of our small scale industries are 
set up and controlled by individuals or groups of a few individuals. Chances of 
career development in small units are limited so skilled labours run away when 
they get little higher wages and other benefits else where. 
3) In the absence of labour policy and suitable training program, the units of the SSI 
have failed to under stand the importance of suitable training and no one bothers 
to train unskilled or semiskilled labour for a second line of skilled labour, so the 
shortage of skilled labour remains unsolved. 
Marketing is one of the major stumbling blocks for small scale industries. As 
mentioned earlier, because of his weak financial base, a small industrialist can not afford 
to spend as heavily as a large unit does on marketing his products. In the absence of a 
marketing channel of their own, many small units sell their products to large selling 
houses. 
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 Government has established a separate division for the units of small scale 
industry in the head quarters office of Small Industries Development Organisation, 
(SIDO). The marketing division of SIDO aims at providing guidance to the small scale 
units in internal marketing, external marketing and marketing intelligence. The main 
function of this division is to bring the purchasers and the sellers together. 
It was found during the survey that unit holders in general were not aware of the 
various institutional facilities available in marketing of their products. Most of the units 
of SSI were based on the production oriented concept and factors which are included in 
marketing concept were not known to the unit holders. 
One of the most difficult problems of the small industrialist today is recoveries 
from sales. It is an established practice for buyers to expect credit from sellers. This 
practice is forced upon the small industrialist by the larger ones. 
The area in which small-scale industries have encountered the greatest difficulty 
is that of management. A well-organized industry owes its success mainly to its good 
management. A successful manager is one who has anticipated his problems and 
prepared himself to face them squarely and in good time. 
Whether in small industry or large, problems always exist. Some face problems as 
if they are a challenge because that is the road of advancement. If there is no problem or 
challenge, we tend to feel complacent, which is the beginning of our degeneration. The 
problems of small industries should, therefore, be treated in this spirit.  
 
 
 74
 Government Policies related to SSIs: 
 The Government of India have recognized the important characteristics of this 
sector and set up various agencies to assist the small scale industries and started schemes 
of incentives, infrastructure facilities, grants, subsidies, financing etc. for its 
development. The industrial policy resolution of 1956 has also stressed the role of the 
small scale sector in the development of the national economy. For this purpose, 
Government considered essential to improve competitive strength of small scale 
producers by facilitating constant up gradation of the techniques of production and 
adoption of modernization measures. 
 Policies constitute the framework or guidelines for appropriate decision at varied 
levels. They generally consist of statement that affects the working of a sector of the 
economy. The working of small scale industries, too, is moulded by a number of policies, 
which are the base for effective plan development. 
 The government has, in its development profile, assigned an important place to 
this sector to promote them. It is considered a very helpful factor in the growth of the 
country. As provider of various consumer goods, mostly for mass consumption, as also 
items for high-income groups and exports, it has been given fairly high ranking in the 
economy. The policy leans much on this sector for a widespread dispersal of industries. 
In this connection it is emphasized that this sector is of considerable significance in 
creating and sustaining employment, in particular self-employment. 
 To implement the policy objectives, the government has adopted several measures 
to promote these industries. 
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 Facilitative set-up: 
 One set of measures pertain to the establishment of a number of agencies or 
organizations to render various services free or at nominal charges for the development of 
these industries. Some of the important organisations are, for example, the National 
Small Industries Corporation, Small Industries Development Organisation, District 
Industries Centres, State Financial Corporation etc. In addition, the commercial banks are 
under obligation to provide credit to these industries as part of help to the priority sector. 
Most of these organisations provide support of many types at various stages beginning 
with the setting up of these industries to the final stage of sale of their products. 
Concessions and reservations: 
 The services rendered by the above-mentioned organisations, as also other 
government measures of support to these industries, are of various types. One of them 
related to fiscal concessions like those in the field of excise duties on their products. 
There is provision also for the procuring of machinery for the small manufacturers on 
hire-purchase basis on easy terms. Land is also allotted to them on cheap rates. The small 
units are also exempted from certain labour and factory laws. These industries are given 
protection in various forms, the most important being reservation of products for 
exclusive production in the small sector. 
Credit Flow: 
 Government measures also bear upon the credit supplies to the small sector. Such 
agencies as commercial banks, cooperative banks, Regional Rural Banks, State financial 
corporation etc. fulfill this function under the direction of the government. In fact these 
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 small units are included in the priority sector to which commercial banks provide a 
certain percentage of their credit. 
 
Supply of raw materials: 
 Arrangements have also been made to ensure the supply of raw materials. In the 
past policy has been to earmark specific quantities of raw material from major suppliers 
and to route them through the state small industries development corporations for 
distributions to the small-scale and cottage units. There have also been selective 
relaxations in the import policy in favour of the small scale sector for the import of 
certain raw materials. 
Marketing Support: 
 Government efforts also aim at improving the marketing of the products. For this, 
measures are adopted to orient production so as to meet the consumer needs. The strategy 
adopted includes such elements as diversification of markets and product mix, 
introduction of modern marketing technique better management practices, exploring new 
markets etc. 
Improving skill and technology: 
Government help is also available for skill formation and technological 
upgradation. As for skill-formation, facilities have been provided for the development of 
basic as well as process-oriented skills. These facilities are made available through 
training institutes, demonstration centers, mobile training units etc. Training in 
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 technology is also made available so as to enable the workers to overcome obsolescence 
in their skills which is caused by rapidly progressing modern science and technology. 
From the above description of the government approach and measures, it is clear 
that these are by and large on the right lines. If, however, the small sector still suffers 
from various handicaps, it is obvious because these measures are not being effectively 
applied. There is, however, a more basic flaw in the government policy. It is that the 
efforts are more in the direction of ‘protection’ of this sector, and there is very little by 
way of raising its efficiency and competitive strength. Unless this becomes the center-
theme of the policy, the small industries will not become a dynamic sector. 
Prospects for SSIs in Gujarat State: 
The small scale industries sector has vast potential in terms of employment, 
output, export promotion, expansion of base entrepreneurship skills in rural as well as 
backward areas. The small scale industries sector showed a remarkable progress during 
1980s and 1990s. With the opening of the economy and rapid stride in liberalization, the 
small-scale industries sector is as the threshold of major challenges which needs to be 
addressed squarely. The strategy, therefore, should be one of making the best of the 
available resources, opportunities and entrepreneurial skills to expand the scope of its 
activities. 
The development can never be a smooth process. Dynamic as it is, the process of 
development has its own problems, its own challenges. In the past, industry has prospered 
in somewhat secure environment enjoying protection in different ways. Recently, 
however the environment has changed and industry had to face major changes which 
have come about in great frequency. Some of these changes have been brought about by 
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 internal factors whereas others have been induced by international changes. In the last 
few years small industry has learned to live with uncertainties such as inflation, demand 
recession and market instability. As we look into future, it may have to endure a situation 
which is prone to frequent changes. In a situation like this, strategies have to be 
continuously reviewed and changed from time to time. 
The small scale industrial unit eligible for interest subsidy shall be offered subsidy 
subject to the following terms and conditions: 
 This interest subsidy shall be provided for the establishment of new units or 
for modernization, expansion and diversification of existing unit. 
 The loan for the project should have been sanctioned by the financial 
institution recognized by Reserved Bank of India. This loan should have been 
obtained only for the establishment of new assets. The assets used earlier for 
production, shall be treated as second hand assets. 
 The unit shall start commercial production during the period of the scheme or 
during the period prescribed by the Govt. from time to time. 
 Interest subsidy shall be given on the rate of interest as applicable to the term 
loan, as under: 
1) 5% interest subsidy shall be given on total rate of interest imposed on term 
finance taken by the new small industrial unit or existing small industrial 
unit for its modernization. 
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 2) 3% interest subsidy shall be given on total rate of interest as applicable on 
term loan taken by the existing small industrial unit for its expansion / 
diversification. 
 
 The criteria for the interest subsidy shall be as under: 
1) Maximum limit of Rs. 5 lakhs per annum up to a total maximum limit of 
25 lakhs for a new unit or existing unit for modernization. 
2) Maximum limit of Rs. 3 lakhs per annum up to a total maximum limit of 
Rs. 15 lakhs to small industries for expansion / diversification. 
 If any unit obtains finance from more than one bank or financial institution, 
the limit and provision of interest subsidy shall be applied to all such loans. 
 Interest subsidy shall be given for the period, the loan is fully repaid or five 
years whichever is earlier. 
 The procedure for the disbursement of the interest subsidy shall be decided by 
the Industries commissioner. 
Conclusion: 
 With the rise of globalization in India, came the subsequent realization about the 
latent powers of an enterprise capable of changing the face of Indian trade… and 
economy. The SMEs i.e. the small and medium enterprises in India are in for a dynamic 
transformation and ready to become the next big players in new age entrepreneurship. 
The sector is growing at an increasing rate; whoever is bigger is growing at a huge level. 
The total sector is booming. 
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 The SMEs are changing in a number of ways. Firstly, the sector is stressing more 
on the telecommunication which has now become the backbone of the enterprise. 
Secondly, they ‘re switching to a professional outlook changing their working patterns to 
24×7×365 to compete with the international working conditions. Earlier, a majority of 
SME sector used to compete on price. With more emphasis on quality now, the SMEs are 
venturing in the area of value-added products to shore up their bottom-line. 
SSI has always been a focus area in India. Right from the early plan periods, the 
Govt. of India, RBI and the commercial banks have been supporting the growth of SSI 
sector, with globalization and WTO guidelines on removal protection, the survival of the 
SSI sector, particularly without the protections and reservations enjoyed by the sector in 
India came under cloud. But large manufacturers and global players have realized the 
strength of the SME sector, which can be the backbone for growth, without necessitating 
large inventory build-up by the big corporates. Hence, having dispelled the challenges 
posed by the WTO guidelines, the SME sector in India has again emerged as a focus area.  
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Chapter - 3 
Research Methodology 
INTRODUCTION: 
Organizations are made up of people and function through people. Without people 
organizations cannot exist. The resources of men, money, materials and machinery are 
collected, coordinated and utilized through people. These resources by themselves cannot 
fulfill the objectives of an organization. They need to be united into a team. It is through 
the combined efforts of people that material and monetary resources are effectively 
utilized for the attainment of common objectives. Without united human efforts no 
organization can achieve its goals. All the activities of an organization are initiated and 
completed by the persons who make up the organization. Therefore, people are the most 
significant resource of any organization. This resource is called human resource and it is 
the most important factor of production.  
Human resources management is a modern term for what has traditionally been 
referred to as personnel administration or personnel management. HRM is an approach to 
the management of people, based on four fundamental principles. First, human resources 
are the most important assets an organization has and their effective management is the 
key to its success. Second, this success is most likely to be achieved if the personnel 
policies and procedures of the enterprise are closely linked with, and make a major 
contribution to the achievement of corporate objectives and strategic plans. Third, the 
corporate culture and the values, organizational climate and managerial behavior. Finally, 
HRM is concerned with integration - getting all the members of the organization involved 
and working together with a sense of common purpose. 
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Micro, Small & Medium Enterprise in India : 
Presently MSMEs in India include small scale Industries, small scale enterprises, 
tiny enterprises and SSSBE (small scale service business enterprises) and medium size 
enterprises. The focus is mainly on the manufacturing sectors such as textile, auto 
ancillary and engineering industries. There are approximately 300 items which are 
reserved for production only in the MSME sector and the inclusion of many items has in 
many cases prohibited India from developing globally competitive scale as well. This 
view of MSMEs is by no means unique. Many countries around the world follow these or 
a mix of many criteria for defining MSMEs.  
Micro, Small and Medium enterprises are the powerhouses of industry worldwide 
they account for a massive 99.7% of all enterprise! Even in India, they comprise 95% of 
industrial units. 70% of employment and 35% of exports. As India's economy integrates 
with markets globally, exciting opportunities have opened up for MSMEs from 
outsourcing to increasing access to hither to protected markets.  
The small scale sector has emerged as dynamic and vibrant sector of Indian 
Economy and it has been making significant contribution to industrial production. Export 
and employment generation. The process of economic liberalization and market reforms 
has opened up the Indian small scale sector to the global competition. 
 
Rationale of the study 
Small scale industries play a key role in the industrialization of a developing 
country. This is because they provide wide scope of employment for a substantial 
proportion of the industrial labour force. Most of the small scale industries are operating 
 
 
83
  
 
in our country under certain handicaps such as shortage of raw materials, inadequate 
capital and credit, inadequate distribution systems, lack of technical counsel, lack of 
facilities for marketing the product etc. Units of small scale industry established in Rajkot 
GIDC, are no exception. Moreover, there is a wide knowledge gap with regard to the 
personnel, finance, marketing management, accounting procedures, costing system and 
general management techniques, obtaining in the units of small scale industry. Research 
has not been conducted in these vital areas to ascertain what our small units are doing in 
the field of personnel, how they manage their human resources, what are the crucial 
problems they face in handling manpower, what are the bottleneck problems they face in 
maintaining good human relation with their employees etc. Volumes have been written to 
provide basic managerial controls for large companies and big corporations, but one can 
hardly find a single comprehensive volume dealing specifically with the problems faced 
by the management of small units.  
 
In most of the units, the proprietor or partners have to perform all the functions of 
chief executive, it is a one man or two men show. They are usually technical men or 
businessmen, so far as production side is concerned, they are experts. These unit holders 
would like to know more about management techniques, personnel administration 
policies, practices and programmes etc. It was felt that findings regarding human resource 
management and bottleneck problems currently prevailing in the units of small scale 
industry would help to certain extent. To the majority of the small scale unit holders, 
management techniques, HRM and administration etc. are an alien theory. As a matter of 
fact, they are not quite aware of the HRM techniques or various functions of HRM. Not 
 
 
84
  
 
only that, when any mention of the HRM techniques is made, these, in their opinion are 
suitable only to large concerns and have absolutely nothing to do with smaller units. 
Hence it was felt that there was a tremendous need to conduct a survey of HRM 
techniques, practices and manpower handling systems currently prevalent in the units of 
small scale industry of Rajkot GIDC. So it was also felt that data should be collected in 
the field of HRM. 
 
Title of the Problem: 
The problem for the present study is thus "Human Resource Management 
Practices In Small Business" (Special Reference to Rajkot GIDC) 
 
 
Objectives of the study: 
The major objectives that were set before planning this study are as follows :- 
•  To find out how the skills are acquired by the workers in the small scale 
industries. 
 
•  To find out the training facilities available or organized by the small  scale 
industries. 
 
•  To study the sources of labour used by the small scale industrialists for recruiting 
the personnel required. 
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•  To study the methods those are usually followed by the small industries for 
selecting the different categories of employees. 
 
•  To examine the welfare measures those are existing and compliance of the 
statutory provisions by the small scale industries. 
 
•  To study the motivation level of employees of small scale industries. 
 
•  To present conclusions of the study and to put forward suggestions with a view to 
making HRM practices more effective with special reference to SSI. 
 
Hypotheses of the study: 
 
In order to plan the nature and scope of the investigations first a set of hypotheses 
were evolved. The major ones of these hypotheses relating to each aspect of the study are 
given below. 
 
1. Hypothesis for testing the overall motivation levels of married and unmarried 
employees of the SSIs. 
 
Null Hypothesis : There is no significant difference in the motivation levels of the 
married and unmarried employees of the SSIs. 
 
H(0) : µMarried = µUnmarried 
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Alternate Hypothesis : There exists a significant difference in the motivation 
levels of the married and unmarried employees of the SSIs.  
 
H(a) : µMarried ≠ µUnmarried 
             
 
2. Hypothesis for testing the Motivation levels of employees having different 
qualifications 
 
Null Hypothesis : There is no significant difference in the motivation levels of the 
employees having different qualifications. 
 
H(0) : µPG = µGraduate = µUndergraduate = µilliterate 
 
Alternate Hypothesis : There exists a significant difference in the motivation 
levels of the employees having different qualifications. 
 
H(a) : µPG ≠ µGraduate ≠ µUndergraduate ≠ µilliterate 
 
3. Hypothesis for testing the Motivation levels of male & female employees. 
Null Hypothesis : There is no significant difference in the motivation levels of the 
male & female employees. 
 
H(0) : µMale = µFemale 
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Alternate Hypothesis : There exists a significant difference in the motivation 
levels of the male & female employees. 
 
H(a) : µMale ≠ µFemale 
 
4. Hypothesis for testing the Motivation levels of employees having different 
Designations 
 
Null Hypothesis : There is no significant difference in the motivation levels of the 
employees having different designations. 
 
H(0) : µExecutive = µNonexecutive = µLabourer 
 
Alternate Hypothesis : There exists a significant difference in the motivation 
levels of the employees having different designations. 
 
H(a) : µExecutive ≠ µNonexecutive ≠ µLabourer 
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Assumptions: 
 
(1) Recruitment is mostly through personal contacts. 
 
(2) Employers do not prefer to use employment exchanges as they put more restrictions 
and have to comply with tedious rules and regulations. 
 
(3) Experience is given more weightage than the formal qualification at the time of 
selection. 
 
(4) The training required is minimum. 
 
(5) The training facilities available in the small scale industries are nominal. 
 
(6) Welfare measures provided in the small scale industries are not enough. (meagre) 
 
(7) Unionization is less in the small scale industries. 
 
(8) Employers do not like unionization. 
 
 
 
 
 
 
89
  
 
Review of Literature: 
 
Realizing the necessity to undertake in depth analysis of studies relating to human 
resources management, the researcher has investigated earlier studies. Following studies 
are made on this aspect in India1. 
 
1. Sivaprakasam P. has studied an appraisal of personnel management policies and 
practices in central co-operative banks in Tamilnadu in 1986 under the supervision of Dr. 
V. Kulandaisamy, Department of Commerce, SRMV Arts college, Coimbatore. He has 
made an appraisal of recruitment, 
selection, promotion, wage and other important aspects with special reference to central 
co-operative banks in Tamilnadu.  
 
2. Tiwari, Pratap Shankar has studied management of human resources in Indian Army in 
1986 under the supervision of Prof. A. K. Shah, Department of Management studies, 
Banaras Hindu University with special reference of participative management. 
 
3. Laxminarayan C. has studied personnel management in small scale industries of 
Hyderabad city in 1988 under the supervision of Dr. Ravi Prakash Kakatiya University. 
He has made a brief comparative analysis of personnel management practices in selected 
small scale unit of Hyderabad city. 
 
                                                 
1 Bibliography of Doctoral Dissertations, Association of Indian Universities, 1995, P. 175-179. 
 
 
90
  
 
4. Harinder Jeet Singh has studied personnel management practices and industrial 
relations in National Textile Corporation of Uttar Pradesh units in 1989 under the 
supervision of Dr. Mahendra Singh, Department of Commerce, Meerut College, Meerut 
through highlighting on recruitment, selection, promotion, working conditions, wage, 
motivation, industrial relations and other important aspects.  
 
5. Saikia, Jitindra Nath has studied human resources management in public sector 
enterprises in Assam in 1989 under the supervision of Dr. H. K. Barnah, Department of 
Commerce Gauhati Univerisity. He has made a comparative study of human resources 
management practices in selected 
state level undertakings in Assam. 
 
6. Sudhir kumar has studied personnel administration in Himachal Pradesh State 
Electricity Board in 1989 under supervision of Dr. Shiv Raj Singh, Department of Public 
Administration, Himachal Pradesh University. He has discussed recruitment, selection, 
training and development, promotion, transfer wage, discipline, motivation, employee 
benefits and services, participative management and other related aspects with special 
reference to Himachal Pradesh State Electricity Board.  
 
7. Ramachandra Reddy L. has studied personnel management in public enterprises in 
1992 under the supervision of Dr. M.V. Subha Rao, with special reference to Andhra 
Pradesh Dairy Development Co-operative Federation Ltd.  
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Besides the above studies, M. Gangadhar Rao and P. Subba Rao have studied 
human resources management in Indian Railway and tried to draw attention on important 
aspects of human resources management. They have discussed employment, monetary 
emoluments, employee benefits and services, employees' organization, organizational 
conflict, consultation and co-operative and operational efficiency with special reference 
to Indian Railways, in the book "Human Resources Management in Indian Railway".2  
 
Dr. M. K. Patel has studied Gujarat ni Jilla Madhyastha Sarkari Banko nu 
Karamchari Sanchalan and has discussed recruitment, training, promotion, transfer 
discipline, wage and salary , employee welfare activities, working conditions of 
employees and union activities of employees in his book.3
 
B. D. Kolekar has studied human resources development in selected public sector 
undertakings in Maharashtra and Goa. He has highlighted recruitment, selection, training, 
performance appraisal, reinforcement and promotion practices, with special reference to 
five central public sector undertakings namely Richardson and Cruddas Ltd., Bombay; 
The Shipping Corporation of India Ltd. Bombay; Indian Oil Corporation (Marketing 
Division) Ltd, Bombay;' The Cotton Corporation of India Ltd., Bombay and Hindustan 
Antibiotic Ltd, Primpri and five state public sector undertakings namely Maharashtra 
Electronic Corporation Ltd., Bombay; Maharashtra State Road Transport Corporation 
                                                 
2 Rao M. Gangadhar and Rao P. Subba, Human Resource Management in Indian Railways, 1986. 
 
3Patel M. K. Gujarat ni Jilla Madhyastha Sarkari Banko nu Karamchari Sanchalan, 1992.  
 
 
92
  
 
Ltd., Bombay; Maharashtra State Electricity Board, Bombay; Maharashtra Agricultural 
Development and Goa Antibiotics and Pharmaceutical Ltd, Panaji in his book.4  
 
All these studies reveal the fact that number of researchers have come out on 
human resources management subject. But a research with special reference to Small 
Business has not been undertaken to the best of my knowledge. Hence the present study 
attempts to study and review scientifically the working of human resources management 
with special references to small business. 
 
 
Universe and Sampling Plan : 
 
The present study is in the nature of empirical study. HRM practice at a particular 
point of time, viz, at the conducting of the survey. This study is based mainly on primary 
data collected through direct personal investigation method. This study is in the nature of 
sample study.  
 
Since the number of SSI units in the universe of the study is quite big and as the 
study being undertaken by an individual researcher, it may be beyond the capacity of 
individual researcher to pursue the study on hundred percent enumerative basis due to 
financial & time constraints. Depending upon the nature of work to be carried out, it was 
decided to use stratified random sampling technique to select the units from the universe. 
                                                 
4 Kolekar B. D., Human Resource Development A study of selected public sector undertakings in 
Maharashtra and Goa, 1993. 
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Here, the word 'universe' or 'population' would mean only the units registered with the 
Directorate of Industries. The list of registered SSI units were obtained from the District 
Industrial Centre Rajkot. The total number of industries in the small sector registered and 
functioning in the district as on 31st march, 2004 were 30,459.  
 
The units were divided into seven categories depending upon the nature of 
business. They are (1) Agro based (2) foundry (3) Diesel & oil engine (4) Lathes & 
machine tools (5) Electric motor & pumps (6) Ball Bearings and (7) Others.  
 
150 Units were selected based on the random sampling technique. 
 
Sample Profile 
 
                               Nature of Business                 Units                  
                        1.            Agro based                                                       21 
                        2.           Foundry                                                             22 
                        3.          Diesel & Oil Engine                                           21 
                        4.          Lathes & Machine Tools                                    22 
                        5.          Electric Motors & Pumps                                   22 
                        6.          Ball Bearings                                                     21 
                        7.          Others                                                                21 
 
              Total                                                                150 
 
 
94
  
 
Sources of Data Collection : 
 
The study is based mainly on primary data and supported by secondary data : 
 
 
(1) Primary data : 
The information has been collected by visiting small scale units of Rajkot GIDC 
by using questionnaire. 
 
(2) Secondary data : 
For secondary data books, journals, magazines, newspapers, GIDC annual reports 
are used. 
 
 
Techniques of data collection : 
The data has been collected by using questionnaire and interview techniques. The 
procedures adopted in the interviews were to meet the unit owner or/and manager of the 
unit. Most of the data was obtained through personal interview, through questionnaire 
and observation. 
 
Apart from these main techniques, data for the study was obtained through the 
following secondary data sources : 
 
(1) Publications of local management associations and small scale industries 
associations. 
 
(2) Research studies, papers, articles, newspapers, relating to small scale industries. 
 
(The questionnaire was not submitted to individuals but it was filled by researcher 
herself) 
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Analysis and interpretation of data : 
 
The collected data were duly edited, classified and analyzed by using all type of 
relevant statistical techniques and employing the most appropriate parametric and non-
parametric tests. 
 
 
Limitations of the study : 
Any study of this nature with a wide canvas, is likely to have certain limitations 
and this study is no exception. Basically, this study attempts to find out what kind of 
management techniques, practices and programmes with regards to personnel were 
obtaining in the selected units of the SSI at the time of this survey.  
 
HRM is very wide subject but the researcher has covered only important areas of 
HRM. Therefore the present study is limited to the areas covered.  
 
The present study depends upon the data obtained from selected SSI units and the 
study is limited to the availability of data. 
 
Inherent limitation of the person selected as sample is also subject to 
consideration. 
 
 
 
 
 
 
96
  
 
Plan of the study 
The present study is divided into 7 chapters. 
 
Chapter - 1 : Conceptual framework of HRM 
 
The chapter deals with HRM concept, its importance, scope and HRM in small 
scale industries. 
 
 
 
Chapter - 2 : Overview of Small Scale Industries 
 
The chapter deals with criteria for SSI, problems of SSI, prospects for SSI in 
Gujarat state, No. of SSI units developed in Rajkot G.I.D.C. 
 
 
Chapter - 3 : Research Methodology 
 
This chapter emphasizes the need for the present study, presents an overview of 
the literature, states the problem, objectives and hypotheses, discusses the methodology 
adopted and the limitations, chapter planning is also included in this chapter. 
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Chapter - 4 : Recruitment, selection and training 
 
This chapter explains in detail the recruitment, selection and training of the 
personnel in the Small Scale Industries. 
 
 
Chapter - 5 : Industrial relations & labour welfare 
 
This chapter speaks about Industrial relations & labour welfare measures in the 
Small Scale Industries. 
 
 
Chapter - 6 : A case study of motivation level of employees in 
Small Scale Industries. 
 
 
Chapter - 7 : Summary, findings & Suggestions 
 
This chapter summarizes the conclusions and gives suggestions for effective 
HRM practices in Small Scale Industries. 
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Chapter – 4 
Recruitment, Selection and Training 
 
Recruitment: 
 Tina Agrell explains recruitment as “announcing job opportunities to the public in 
such a way that a good number of suitable people will apply for them.”1 In other words it 
is the process of searching for prospective employees and stimulating and encouraging 
them to apply for jobs in an organisation. Recruitment is the first step in the employment 
of labour; it is a prerequisite for selection. Obviously good selection can be made only if 
there is a large number of an applicant. Proper selection depends upon proper 
recruitment. The efficiency of a workforce depends upon the efficiency of the process of 
selection, and the success of a concern in turn depends upon the efficiency of its 
workforce. The process of selection, viz., the methods and organisation by means of 
which workers are brought into a concern, has a lot of bearing upon the success or failure 
of the concern. Thus, recruitment, including the identification and evaluation of source, is 
a major step in the total staffing process. 
 Finding, holding and building an efficient team of the right kind of people is 
probably the most important aspect of the management of a small firm.2 Cost of 
procuring and placing, the cost of absenteeism and the cost of turnover depend upon 
recruitment. 
                                                 
1 Tina Agrell, Recruitment Techniques for Modern Managers, Sterling publishers (P.) Ltd. New Delhi, 
1980, P. 3 
2 Paul Harman, Small Business Management, D. Van Nostrand Co., 1979, P. 134 
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 In brief, recruitment is a two-fold function; (i) to discover the sources of 
manpower to match job requirements and specification, and (ii) to attract an adequate 
number of prospective employees to permit meaningful selection of the required 
personnel.3
Characteristics of Recruitment 
1) Recruitment is an aspect of manpower planning. 
2) It is linking activity – bringing together those with jobs to fill and those seeking 
jobs. 
3) It is a positive process because its objective is to increase ratio, that is, the number 
of applicants per job opening. (Edwin Flippo) 
4) It is a two-way affair. It takes two to complete the recruitment process – the 
recruiter (the person who is recruiting) and the recruitee (the person who is to be 
recruited) 
5) It is a process of activities rather than a single act or event. 
6) It makes it possible to acquire the number and type of persons necessary for the 
continued functioning of the organisation. 
7) Its purpose is to locate the sources of people required to meet job requirements 
and attracting such people to offer themselves for employment in the concern. 
8) It is a pervasive function as all organizations engage in recruiting activity. 
                                                 
3 Venkata, Ratnam, C.S. Human Factor in Indian Ports, Andhra University Press, Waltair, 1982, Series No. 
179. 
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9) It is a complex job because too many factors affect it, such as the image of the 
concern, nature of job offered, organizational policies, labour laws, culture, 
Government policies etc. 
According to Scott, Clothier and Spriegel the need for recruitment arises out of 
the following situations: 
a) Vacancies created due to transfer, promotion, retirement, termination, permanent 
disability or death. 
b) Vacancies created due to expansion, diversification, and growth of business; 
c) The normal population growth, which requires increased goods and services to 
meet the needs of the people. 
d) A rising standard of living, which requires more of the same goods and services 
as well as the creation of new wants to be satisfied; 
e) An increase in the competitive advantage of certain concerns, enabling them to 
get more of the available business than formely; 
f) An increasing in business arising from an upswing during the recovery period of 
business cycle. 
 
Recruitment Process : 
 Recruitment is an important function in human resource planning. The 
recruitment process consists of the following steps: 
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1) Recruitment process begins when the personnel department receives requisition 
for recruitment from any department of the company. The personnel requisitions 
contain details about the position to be filled, number of persons to be recruited, 
the qualifications and duties of persons, terms and conditions of employment, etc. 
2) The next step is assessment of personnel requirements through job descriptions 
and job specifications. 
3) Locating and developing the sources of required number and type of employees. 
4) Identifying the prospective employee with particular combinations of skill, 
experience, education and other personal attributes. 
5) Communicating the information about the organisation, the job, the terms and 
conditions of service, and the applicable laws and regulations. 
6) Encouraging the identified candidates to apply for jobs in the organisation. 
Candidates should not be discouraged to apply for a position because of their sex, 
race, age or other traits, unless such characteristics are related to job performance. 
7) Evaluating the effectiveness of recruitment process. 
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Sources of recruitment of employees in the SSIs : 
 After the man specification is ready and the job content confirmed, it becomes 
necessary to consider the sources from where such employees will be obtained. Basically, 
there are two sources of recruitment:  
(A) Internal, (B) External 
(A) Internal Sources: 
 The best employees can be found from within the organization itself. Internal 
sources refer to the present working force of an organisation. The internal sources of 
supply are: (i) transfer (ii) promotion, and (iii) demotion. 
 ‘Transfer’ is the shifting of an employee from one job to another without special 
reference to a change of responsibilities or compensation. Transfers may, any generally 
do, occasion changes in responsibilities and duties. They may also involve changes in 
pay. ‘Promotion’ is defined as a movement to a position in which responsibilities and 
presumably, prestige is increased. ‘Demotion’ is a shift to a position in which 
responsibilities are decreased.4
 Small scale industries offer less scope for transfer, promotion and demotion. At 
the most an unskilled worker can become semiskilled, and in course of time skilled. 
Except this there is not much opportunity for vertical movement for a worker in the small 
scale industries. 
 Internal recruitment keeps the employees contented and in the good morale, it 
creates a sense of security among employees when they are assured that they would be 
                                                 
4 Dale Yoder, Personnel Management and Industrial Relations, Prenctice Hall of India Pvt. Ltd., New 
Delhi, 1975. 
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preferred in filling up vacancies. Suitability of existing employees can be judged better as 
record of their performance is kept in the organisation. It promotes loyalty and 
commitment among employees due to sense of job security and opportunities for 
advancement. There is no need for advertising vacancies, or arranging tests or interviews. 
It encourages self-development among the employees and also stability from continuity 
of employment. 
 Internal recruitment discourages capable persons from outside to join the concern, 
it results in narrow choice. It also discourages new blood into the organisation. Chances 
of favouritism are higher. And it is not available to newly established concern. 
(B) External Sources 
 The external sources of recruitment include the following 
 
(i) Advertisement: 
 Advertising in various media is a widely used method of attracting persons. It is 
frequently used for skilled workers, clerical and higher staff. It can be given in 
newspapers and professional journals. Cost per person is very low. 
(ii) Employment Exchanges: 
 Employment exchanges in India are established by the Government. These 
provide information about job vacancies to the job seekers and help employers in finding 
suitable candidates. They make candidates available for unskilled, semi-skilled, clerical 
and technical posts. 
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(iii) Educational Institutions: 
 Schools, colleges and universities at all levels offer opportunities for recruiting 
recent graduates or new diploma recipients. Most educational institutions operate 
placement services. Good institutions keep a liaison between the employers and the 
students. This source is known as known as campus recruitment. 
(iv) Employee Referral and Recommendations: 
Present employees of a concern may also recommend friends or relatives for jobs. 
Employees take care to recommend a good candidate because such a recommendation 
reflects on the recommender. The recommender often gives the applicant more realistic 
information about the job. Here, an organisation receives a qualified candidate without 
cost and recruiting search. 
(v) Gate Recruitment: 
 Certain workers present themselves at the factory gate every day for employment. 
This source is used for unskilled and semi-skilled labour. This is used in case of 
substitute workers. These may be employed whenever a permanent worker is absent. 
Among these workers, more efficient may be recruited to fill permanent vacancies. 
(vi) Labour Contractor: 
 Sometimes, manual workers may be recruited through contractors who maintain 
close links with the sources of such workers. The contractors bring the workers at the 
place where they are required. They get commission for the number of persons supplied 
by them. 
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Recruitment through external sources gives a wide choice to select personnel 
from among a large number of applicants, expertise and experience from other 
organisations can be brought. It is more useful when suitable people from within are not 
available, when the organisation is diversifying its activities or when the concern is new.  
External sources are more expensive and time consuming, orientation and training are 
required as the employees remain unfamiliar with the organisation. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 107
Table: 4.1 
Source of Labour for different categories of workforce  
In Agro-based Industries: 
No. of Units recruiting (Procuring) Sr. 
No. 
Source of Labour 
General 
Staff 
Technical Skilled 
Workers 
Unskilled 
Workers 
1. Employment 
Exchanges 
- - - - 
2. Personal Contacts 20 
(100.00) 
02 
(100.00) 
18 
(90.00) 
20 
(95.23) 
3. Employee referrals 06 
(30.00) 
- 08 
(40.00) 
07 
(33.33) 
4. Advertisement in 
newspapers 
- - - - 
5. Relatives of existing 
employees 
03 
(15.00) 
- 02 
(10.00) 
05 
(23.81) 
6. Relatives of 
employers 
03 
(15.00) 
- - - 
7. Recommendations of 
influential persons 
02 
(10.00) 
- 02 
(10.00) 
02 
(9.52) 
8. Casual callers 02 
(10.00) 
- 03 
(15.00) 
09 
(42.86) 
 Total number of units 
employing the types 
of personnel 
20 2 20 21 
Note: Figures in the parentheses show the percentages to the total number of units 
employing that particular type of personnel. 
Source: Field Survey 
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Table: 4.2 
Source of Labour for different categories of workforce  
In Diesel and Oil Engine Industries: 
No. of Units recruiting (Procuring) Sr. 
No. 
Source of Labour 
General 
Staff 
Technical Skilled 
Workers 
Unskilled 
Workers 
1. Employment 
Exchanges 
03 
(15.79) 
03 
(21.43) 
02 
(9.52) 
02 
(10.00) 
2. Personal Contacts 17 
(89.47) 
09 
(64.28) 
19 
(90.47) 
14 
(70.00) 
3. Employee referrals 03 
(15.79) 
02 
(14.28) 
07 
(33.33) 
06 
(30.00) 
4. Advertisement in 
newspapers 
02 
(10.53) 
02 
(14.28) 
- - 
5. Relatives of existing 
employees 
- - - 02 
(10.00) 
6. Relatives of 
employers 
- - 02 
(9.52) 
02 
(10.00) 
7. Recommendations of 
influential persons 
03 
(15.79) 
02 
(14.28) 
- 02 
(10.00) 
8. Casual callers - - 03 
(14.28) 
07 
(35.00) 
 Total number of units 
employing the types 
of personnel 
19 14 21 20 
Note: Figures in the parentheses show the percentages to the total number of units 
employing that particular type of personnel. 
Source: Field Survey 
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Table: 4.3 
Source of Labour for different categories of workforce  
In Foundry Industries: 
No. of Units recruiting (Procuring) Sr. 
No. 
Source of Labour 
General 
Staff 
Technical Skilled 
Workers 
Unskilled 
Workers 
1. Employment 
Exchanges 
- - - - 
2. Personal Contacts 07 
(77.77) 
- 17 
(85.00) 
15 
(100.00) 
3. Employee referrals - - 02 
(10.00) 
03 
(20.00) 
4. Advertisement in 
newspapers 
- - - - 
5. Relatives of existing 
employees 
02 
(22.22) 
- - - 
6. Relatives of 
employers 
02 
(22.22) 
- 02 
(10.00) 
- 
7. Recommendations of 
influential persons 
- - - - 
8. Casual callers - - - 02 
(13.33) 
 Total number of units 
employing the types 
of personnel 
09 - 20 15 
Note: Figures in the parentheses show the percentages to the total number of units 
employing that particular type of personnel. 
Source: Field Survey 
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Table: 4.4 
Source of Labour for different categories of workforce  
In Lathes and Machine Tools Industries: 
No. of Units recruiting (Procuring) Sr. 
No. 
Source of Labour 
General 
Staff 
Technical Skilled 
Workers 
Unskilled 
Workers 
1. Employment 
Exchanges 
- 02 
(22.22) 
- - 
2. Personal Contacts 11 
(91.67) 
07 
(77.78) 
15 
(75.00) 
12 
(60.00) 
3. Employee referrals 03 
(25.00) 
03 
(33.33) 
07 
(35.00) 
07 
(35.00) 
4. Advertisement in 
newspapers 
- - - - 
5. Relatives of existing 
employees 
02 
(16.67) 
- - 02 
(10.00) 
6. Relatives of 
employers 
02 
(16.67) 
- - - 
7. Recommendations of 
influential persons 
04 
(33.33) 
03 
(33.33) 
04 
(20.00) 
02 
(10.00) 
8. Casual callers 02 
(16.67) 
- 03 
(15.00) 
07 
(35.00) 
 Total number of units 
employing the types 
of personnel 
12 09 20 20 
Note: Figures in the parentheses show the percentages to the total number of units 
employing that particular type of personnel. 
Source: Field Survey 
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Table: 4.5 
Source of Labour for different categories of workforce  
In Electric Motor & Pumps Industries: 
No. of Units recruiting (Procuring) Sr. 
No. 
Source of Labour 
General 
Staff 
Technical Skilled 
Workers 
Unskilled 
Workers 
1. Employment 
Exchanges 
02 
(9.52) 
- - - 
2. Personal Contacts 19 
(90.47) 
23 
(100.00) 
18 
(100.00) 
19 
(90.47) 
3. Employee referrals - - 07 
(38.89) 
06 
(28.57) 
4. Advertisement in 
newspapers 
- - - - 
5. Relatives of existing 
employees 
02 
(9.52) 
- - 06 
(28.57) 
6. Relatives of 
employers 
02 
(9.52) 
- - - 
7. Recommendations of 
influential persons 
02 
(9.52) 
- 02 
(11.11) 
- 
8. Casual callers - - - 06 
(28.57) 
 Total number of units 
employing the types 
of personnel 
21 03 18 21 
Note: Figures in the parentheses show the percentages to the total number of units 
employing that particular type of personnel. 
Source: Field Survey 
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Table: 4.6 
Source of Labour for different categories of workforce  
In Ball Bearings Industries: 
No. of Units recruiting (Procuring) Sr. 
No. 
Source of Labour 
General 
Staff 
Technical Skilled 
Workers 
Unskilled 
Workers 
1. Employment 
Exchanges 
03 
(15.00) 
03 
(25.00) 
03 
(14.29) 
02 
(10.00) 
2. Personal Contacts 17 
(85.00) 
07 
(58.33) 
16 
(76.19) 
17 
(85.00) 
3. Employee referrals 06 
(30.00) 
03 
(25.00) 
07 
(33.33) 
08 
(40.00) 
4. Advertisement in 
newspapers 
- - - - 
5. Relatives of existing 
employees 
- - - - 
6. Relatives of 
employers 
05 
(25.00) 
03 
(25.00) 
04 
(19.05) 
03 
(15.00) 
7. Recommendations of 
influential persons 
03 
(15.00) 
02 
(16.67) 
03 
(14.29) 
03 
(15.00) 
8. Casual callers 02 
(10.00) 
- 03 
(14.29) 
04 
(20.00) 
 Total number of units 
employing the types 
of personnel 
20 12 21 20 
Note: Figures in the parentheses show the percentages to the total number of units 
employing that particular type of personnel. 
Source: Field Survey 
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Table: 4.7 
Source of Labour for different categories of workforce  
In Miscellaneous Industries: 
No. of Units recruiting (Procuring) Sr. 
No. 
Source of Labour 
General 
Staff 
Technical Skilled 
Workers 
Unskilled 
Workers 
1. Employment 
Exchanges 
- - - - 
2. Personal Contacts 10 
(83.33) 
03 
(50.00) 
15 
(71.43) 
14 
(73.68) 
3. Employee referrals 04 
(33.33) 
03 
(50.00) 
11 
(52.38) 
10 
(52.63) 
4. Advertisement in 
newspapers 
03 
(25.00) 
03 
(50.00) 
03 
(14.29) 
- 
5. Relatives of existing 
employees 
03 
(25.00) 
03 
(50.00) 
05 
(23.80) 
05 
(26.31) 
6. Relatives of 
employers 
- - 03 
(14.29) 
- 
7. Recommendations of 
influential persons 
03 
(25.00) 
03 
(50.00) 
03 
(14.29) 
03 
(15.79) 
8. Casual callers - - 02 
(9.52) 
03 
(15.79) 
 Total number of units 
employing the types 
of personnel 
12 06 21 19 
Note: Figures in the parentheses show the percentages to the total number of units 
employing that particular type of personnel. 
Source: Field Survey 
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Table: 4.8 
Source of Labour for different categories of workforce  
Among Sampled Units: 
No. of Units recruiting (Procuring) Sr. 
No. 
Source of Labour 
General 
Staff 
Technical Skilled 
Workers 
Unskilled 
Workers 
1. Employment 
Exchanges 
07 
(6.19) 
08 
(17.39) 
05 
(3.55) 
03 
(2.21) 
2. Personal Contacts 102 
(90.26) 
32 
(69.56) 
119 
(84.39) 
111 
(81.62) 
3. Employee referrals 22 
(19.47) 
10 
(21.74) 
49 
(34.75) 
47 
(34.55) 
4. Advertisement in 
newspapers 
05 
(4.42) 
06 
(13.04) 
03 
(2.13) 
- 
5. Relatives of existing 
employees 
10 
(8.85) 
03 
(6.52) 
06 
(4.25) 
18 
(13.23) 
6. Relatives of 
employers 
12 
(10.62) 
03 
(6.52) 
10 
(7.09) 
05 
(3.68) 
7. Recommendations of 
influential persons 
17 
(15.04) 
09 
(19.56) 
13 
(9.22) 
10 
(7.35) 
8. Casual callers 04 
(3.54) 
- 14 
(9.93) 
41 
(30.15) 
 Total number of units 
employing the types 
of personnel 
113 46 141 136 
Note: Figures in the parentheses show the percentages to the total number of units 
employing that particular type of personnel. 
Source: Field Survey 
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Analysis: 
 To study the recruitment practices, data have been collected from employers and 
discussions were also held with them wherever necessary. As already discussed, the 
industrial units selected for the purpose of study have been classified for the purpose of 
analysis under seven broader heads, viz, (1) agro based (2) foundry (3) diesel & oil 
engines (4) lathes & machines tools (5) electric motor & pumps (b) ball bearings and (7) 
others / miscellaneous. 
 Such a broad classification is made in this because the type of personnel required 
for each of the industrial units mentioned above differs from the other units. The nature 
of work and the kind of activity in each of these units is, in a way, unique to itself. Hence, 
the requirements of general, technical, skilled and unskilled workforce differ from 
category to category. In the above tables an attempt has been made to study in detail the 
sources of labour based on the type of industry. 
 Personal contact is the most widely used source of labour by the small scale 
entrepreneurs in Rajkot GIDC. The percentage of entrepreneurs preferring this source 
varies from 90 percent to 100 percent in agro based units (Table 4.1), 64.28 percent to 
90.47 percent in Diesel and oil engine units (Table 4.2), 77.77 percent to 100 percent in 
Foundry units (Table 4.3), 60.00 percent to 91.67 percent in Lathes and Machine Tools 
units (Table 4.4), 90.47 percent to 100 percent in Electric Motor & pumps units  (Table 
4.5), 58.33 percent to 85.00 percent in Ball Bearing units (Table 4.2) and 50.00 percent to 
83.33 percent in miscellaneous  units (Table 4.7). It is the lowest (50.00 percent) in 
miscellaneous units for recruiting technical personnel (Table 4.7).  
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 The next commonly used source by the small scale entrepreneurs in Rajkot GIDC 
is employee referrals. Employees do take the opportunity to recommending new workers. 
Employers oblige them if they carry a good opinion of those existing employees. Such 
cases are also quite common. It is a kind of vulnerable advertisement through personal 
media carried on by the existing employees involving no cost. It comes under 
intercession of third parties as given by Hein Streefkerk5 in his study. But intercession of 
third parties includes recommendations by the present and past employees, 
recommendations by the relatives of the employer and influential persons. Whereas 
“employee referrals” includes only those who are referred to and recommended by the 
existing employees. 
Whenever a vacancy arises in a small scale industry, the entrepreneur may ask 
some of his reliable friends to send some body if any suitable candidate is there. There 
are two reasons for this as envisaged by the employers. One is, that they cannot afford to 
advertise in the newspapers to attract the attention of job seekers and the second is that it 
is better to appoint a person whose character and conduct are known either to him 
personally or to a friend of his own rather than appointing a stranger who approaches him 
seeking a job. In some cases workers directly approach the employers and request for 
work in some other cases through a third person who knows the employers and with 
whom the request for the supply of labour is pending. 
 The use of this source ranges between zero percent and 52.63. it denotes the good 
will carried by the employers among the existing employees and the personal contacts 
and closeness they have with the employees, where the size of employment is more, 
                                                 
5 Hein Streefkerk, op. cit., p. 726 
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relations tend to be impersonal and the use of this source becomes less. There is relative 
scarcity of employees the frequency of the use of this source is high. 
 Employment exchanges are not at all used by agro-based, foundry and 
miscellaneous units. In other types of units also its role is small, limited to only a few 
categories of employees. It is a general feeling among the entrepreneurs that the 
procedure at the employment exchange indulges is irksome, long winded and involves a 
lot of red-tape. A number of queries are put to the prospective employer. One employer 
reported that the exchange had raised queries on detail of salary, dearness allowance etc., 
the employer found that it was not possible for him to satisfactorily answer those queries. 
 The case in point is, perhaps, typical. Generally small scale entrepreneurs pay a 
consolidated amount, depending upon the skills sought and the type of work. Moreover 
the pay in small scale units is not comparable to that in the organised and formal sector. 
A definite pay scale does not exist; in some cases, the pay may be less than that fixed by 
the Minimum Wages Act. The small scale entrepreneur does not like to commit himself 
in writing. 
 Advertisements have not been given by the agro-based, foundry, Lathes & 
Machinery Tools, electric motor & pumps and Ball Bearings (Table 4.1, 4.3, 4.4, 4.5 and 
4.6) this is because of the fact that they are small scale units requiring small number of 
candidates. Invoking interest in a large number of candidates creates problem of selection 
to the entrepreneurs. 
 Casual callers are preferred mostly for unskilled workers. Even that is low 
because the employers are afraid of appointing people who are not known to them 
personally or through some other third party. 
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Conclusion: 
 Recruitment forms a significant function in the personnel process. It involves 
seeking and attracting qualified candidates from a wide variety of internal and external 
sources for job vacancies. There is little agreement over the relative effectiveness of these 
sources; each has unique advantages and disadvantages that depend on the particular 
position to be filled. 
 Internet recruiting is an emerging field. Companies are successfully attracting a 
high proportion on-line resumes, even for non-technical position, because increasing 
numbers of job seekers are turning to the internet. Job seekers are turning to the internet 
because it simplifies the process of searching and applying for a position. Internet 
recruiting is cheaper due to: (1) reduced direct costs of newspaper advertisement, job 
fairs and head hunter fees; (2) reduced mailing costs; (3) reduced workload for the HR 
department. 
 The majority of companies involving in active Internet recruiting believe that it 
helps them to attract better quality applicants, given that internet users tend to be better 
educated and obviously more computer literate than non-users. 
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Selection: 
 Organisations have always been interested in selecting the “right” person for a 
particular job. Selection is a part of the recruitment function. To select means to choose. 
Selection is the process of choosing people by obtaining and assessing information about 
the applicants with a view to matching these with the job requirements. It involves a 
careful screening and testing of candidates who have put in their applications for any job 
in the enterprise. It is the process of choosing the most suitable persons out of all the 
applicants. The purpose of selection is to pick up the right person for every job. 
 In the words of Dale Yorder, “selection is the process by which candidates for 
employment are divided into two classes – those who will be offered employment and 
those who will not.” 
 In the words of Michael Jucius, “The selection procedure is the system of 
functions and devices adopted in a given company for the purpose of ascertaining 
whether or not candidates possess the qualifications called for by a specific job or for 
progression through a series of jobs.” 
 According to Keith Davis, “Selection is the process by which an organisation 
chooses from a list of screened applicants, the person or persons who best meet the 
selection criteria for the position available.” 
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Characteristics of Selection: 
1) It is a process of picking out the best-suited men. 
2) Selection is a negative process, in contrast with the positive programme of 
recruitment. Because in this process only a few qualify for the job are offered 
employment while all others are denied the opportunity. 
3) Selection is like a sequence of hurdles. Successful candidates leap over them and 
arrive at the finish line; the unsuccessful do not. Dale Yoder writes, “The ideal 
selection process is of one or many “go, no-go” gauges. Candidates are screened 
by application of these tools; qualified individuals go on to the nest hurdle; those 
who can’t qualify are excluded.” 
4) Selection begins only after an adequate number of applications have been secured. 
5) It is a sorting process. It is to discriminate fairly among applicants. It is to 
differentiate applicants who will perform well as employee from applicants who 
will not. 
6) The major thrust of any selection activity is to reduce the probability of making 
reject or accept errors while increasing the probability of making correct 
decisions. (DE Cenzo and Stephen Robbins). 
7) It follows a standard pattern, beginning with an initial screening interview and 
concluding with the final employment decision. 
Finding people and putting them to work is an expensive affair. Therefore, the 
selection process has to be very sound to build a first – rate staff. One of the important 
aspects in personnel selection is individual difference. Individuals differ in their ability to 
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perform the different types of activities. They differ in their physical characteristics, 
intelligence and intellectual aptitudes, in interest, in temperament, and in character. These 
differences in the individual are to a large extent uncorrelated. Because of these large 
differences in human abilities, the problem of proper selection becomes a very important 
one for modern industry. 
Selection Procedure: 
 The selection of unskilled labour or of semi – skilled labour for particular jobs 
does not cause much of a problem and therefore, an elaborate selection procedure is not 
required for it. But for supervisory and higher levels and specialist jobs, particularly in 
the public undertakings, private companies and industries, the need for a sophisticated 
selection procedure has been felt and is now being introduced. The selection practices 
and procedures vary from one organisation to another, depending upon the situation and 
needs of the organisation, as well as the level on which the selection is made. 
 The selection procedure starts immediately after recruitment. It is a process of 
eliminating those candidates who appear unpromising. It consists of a series of steps. It is 
a series of successive hurdles or barriers which an applicant must cross. It is not an easy 
process. The candidate will be selected after he clears all the steps laid down in selection 
process.  A wrong selection means a heavy cost to an organisation in terms of money, 
time and efforts wasted. Therefore, a well – planned selection procedure is of utmost 
importance for every firm. Generally the following steps are included in the selection 
procedure. 
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(i) Reception of Applicants: 
 Various job seekers send their applications to the employment office or Personnel 
Department of an organisation in response to the advertisement made by it. Many 
applicants personally come to deposit their applications. 
(ii) Scrutiny of Applications: 
 All applications received are scrutinized by the Personnel Department in order to 
eliminate those applicants who do not fulfilled required qualifications. If he does not 
possess the required work experience or technical skill, his application will not be 
entertained. Such candidate will be informed of his rejection. 
(iii) Preliminary Interview: 
 The initial screening is done to limit the costs of selection. Its purpose is to 
eliminate the unqualified or unsuitable candidates. It is sorting process in which 
necessary information is elicited from the candidates about their education, skills, 
experience, salary expected etc. 
(iv) Application Blank: 
 It is an application form to be filled in by the candidate who clears the preliminary 
interview. It is widely used device for collecting information from candidates. Big firms 
use different types of application forms for different jobs, small firms ask the candidates 
to write application on a plain sheet of paper. Generally, it contains the identifying 
information, personal information, education, family background, reference etc. 
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(v) Employment Tests: 
 A test is a sample measurement of an individual’s job related abilities and skills. 
It provides a basis for comparing the behaviour, performance and attitudes, of two or 
more persons. Tests are based on the assumption that persons differ in intelligence, 
knowledge, skill and motivation. There are various types of tests used for personnel 
selection like, intelligence tests, aptitude tests, knowledge tests, personality tests etc,. 
(vi) Interview: 
 Interview is the most widely used single method of selection. Studies indicate that 
over 90 percent of selection decision involves interview. No selection process is complete 
without one or more interviews. It is a method of seeking information from job 
applicants. It is face-to-face, oral, observational and personal appraisal method. 
‘Interview’ is the most delicate aspect of the selection procedure. According to Alford 
and Beaty, the purpose of employment interview is “to determine the suitability of the 
applicant for the job and of the job for the applicant.” 
(vii) Background Investigation: 
 The next step in the selection process is to undertake an investigation of those 
applicants who have crossed all the hurdles of race and who appear as potential 
employees. This may include: verifying the educational achievement shown on the 
application and verifying police records about past behaviuor of applicant. 
(viii) Approval of the supervisor: 
 At this stage in the selection process, a third interview is conducted by the line 
supervisor to approve the work qualities, understanding and dedication of candidates. 
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Supervisor’s appraisal is helpful because he is better acquainted with the actual job 
conditions and the type of personnel at present in the department. 
 
(ix) Physical Examination: 
 It is a part of selection for all those applicants who have crossed the above stage. 
They are sent for medical check-up either to the company’s physician or to a medical 
officer approved for the purpose. Physical examination is necessary because many jobs 
require unusual stamina, strength or tolerance of unpleasant working conditions. Physical 
examination reveals whether or not a candidate possesses those qualities. 
(x) Final Employment Decision: 
 After a candidate is finally selected, the human resource department recommends 
his name for employment. Usually an appointment is made on probation in the beginning. 
The probation period may range from three months to two years. When the work and 
conduct of the employee is found satisfactory, he may be confirmed. 
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Table – 4.9 
Basis for the selection of General Staff 
Percentage of Units 
Basis of Selection 
Sr. 
No. 
GroupWise units 
Educational 
Qualification
Experience Ed. Qual. & 
Experience 
Total no. of 
respondant 
units 
1 Agro-based 7.69 61.54 30.77 20 
2 Diesel & Oil 
engine 
25.00 33.33 41.67 18 
3 Foundry - 100.00 - 09 
4 Lathes & Machine 
Tools 
25.00 37.50 37.50 12 
5 Electric Motors & 
pumps 
21.43 71.43 7.14 22 
6 Ball Bearings 15.39 46.15 38.46 20 
7 Miscellaneous 12.50 37.50 50.00 12 
 Total 16.22 54.05 29.73 113 
Source: Field Survey 
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Table – 4.10 
Basis for the selection of Technical Personnel 
Percentage of Units 
Basis of Selection 
Sr. 
No. 
GroupWise units 
Educational 
Qualification
Experience Ed. Qual. & 
Experience 
Total no. of 
respondant 
units 
1 Agro-based - 100.00 - 02 
2 Diesel & Oil 
engine 
33.33 11.11 55.56 14 
3 Foundry - - - - 
4 Lathes & Machine 
Tools 
- 83.33 16.67 09 
5 Electric Motors & 
pumps 
- 100.00 - 03 
6 Ball Bearings - 75.00 25.00 12 
7 Miscellaneous 25.00 25.00 50.00 06 
 Total 13.33 53.33 33.34 46 
Source: Field Survey 
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Table – 4.11 
Basis for the selection of Skilled Workers 
Percentage of Units 
Basis of Selection 
Sr. 
No. 
GroupWise units 
Experience Experience & 
Physical Fitness 
Total no. of 
respondant 
units 
1 Agro-based 84.62 15.38 20 
2 Diesel & Oil engine 71.43 28.57 21 
3 Foundry 61.54 38.46 21 
4 Lathes & Machine Tools 69.236 30.77 20 
5 Electric Motors & pumps 100.00 - 17 
6 Ball Bearings 78.57` 21.43 21 
7 Miscellaneous 50.00 50.00 21 
 Total 72.83 27.17 141 
Source: Field Survey 
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Table – 4.12 
Basis for the selection of Unskilled Workers 
Percentage of Units 
Basis of Selection 
Sr. 
No. 
GroupWise 
units 
Experience Physical 
Fitness 
Experience 
& Physical 
Fitness 
Any other Total no. of 
respondant 
units 
1 Agro-based 14.29 57.14 14.29 14.28 21 
2 Diesel & Oil 
engine 
15.38 76.93 - 7.69 20 
3 Foundry 30.00 30.00 30.00 40.00 16 
4 Lathes & 
Machine Tools 
15.38 61.54 15.38 7.69 20 
5 Electric Motors 
& pumps 
35.71 57.14 7.14 7.14 21 
6 Ball Bearings 30.77 46.15 15.39 7.69 20 
7 Miscellaneous 25.00 41.67 - 33.33 18 
 Total 20.22 53.93 11.24 14.61 136 
Source: Field Survey 
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Analysis: 
 Experience of the candidate is mostly considered while selecting general staff, 
technical and skilled workers in all the categories of industries (Table - 4.9, 4.10, and 
4.11.) In addition to experience, educational qualification is also considered for general 
staff but it is next only to experience. For technical personnel educational qualification is 
given more weight in Diesel and Oil engine industries and they are given equal weight 
age in miscellaneous industries. But for skilled workers experience and to some extent 
physical fitness are considered. For unskilled workers physical fitness is the main 
consideration and sometimes experience is also looked into. ‘Any other’ includes area, 
religion, caste and political affiliations of the candidates are considered by the employer 
while making a selection. But they are in addition to experience, educational 
qualifications and physical fitness. (Table - 4.9 to 4.12) 
 Tables show that physical fitness is the most common basis for recruitment of 
labour. Experience comes next and qualification is the least considered. Small scale 
entrepreneurs do not insist on formal qualification even for jobs like fitters, turners and 
welders. They take only experience into account and employ them. As they do not have 
any formal technical qualifications they do not leave the concern to join a big concern or 
to take up a government job. They accept comparatively less wages too. It is often found 
that people with experience but without academic qualifications have proved much better 
than those with formal academic qualifications. At the same time the employers need not 
spend anything on training if they prefer an experienced hand. In this connection it is 
worth quoting the words of an entrepreneur owning and managing a Ball Bearing unit. 
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 “A B.Com graduate approached me for a clerical job. I wanted to test his 
suitability to the post. In the process I asked him to write a letter to the General Manager, 
District Industries Center, as to when he should meet him to discuss the problems relating 
to his unit. He could not write the letter. Then I dictated the letter to him. I studied only 
class VI. That is how our educational standards are, fresh ITI’s come now and then but 
we are afraid of handing over the machines to them.” 
 
Conclusion: 
 The acquisition of new employees is an important and complex task. To find and 
employ the best individuals available is every personnel manager’s goal. The purpose of 
the selection process is to choose individuals who are most likely to perform successfully 
in a job from those available to do the job. The practices adopted by sampled units are 
discussed here under: 
 Application blanks are not used by the small scale industries. Interview is 
conducted in an informal way. The new recruit is closely observed for a few days while 
he/she is at work. This is more so in the case of skilled, technical and general staff. 
 As an earlier illustration shows, new graduates entering the labour market are 
sometimes tested in their writing skill. Some raw hands are allowed to learn and improve 
their skill while working in the factory on no pay / stipend. Later they are absorbed in the 
concern, if found suitable. 
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Training: 
 After selecting the employees, the most important part of the personnel 
programme is to impart training to them. Training is a specialised function of human 
resource management. Every organisation need to have well-trained people to perform 
the activities. Training can convert “raw” human resources into “developed” human 
resources – knowledgeable and skilled employees. Today, no organization can choose 
whether or not to train employees. DeCenzo and P. Robbins write, “In a rapidly changing 
society, employee training is not only an activity that is desirable but also an activity that 
an organisation must commit resources to if it is to maintain a viable and knowledgeable 
workforce.” Training is a great investment in human talent; M. J. Rathbone concludes 
that “the most important capital that any economy possesses is in the skills which people 
carry around in their heads.” 
 Training is important both for new and old employees. Newly hired employees 
usually need some training before they take up their work, older employees require 
training to keep alert to the demands of their present jobs and prepare for transfer and 
promotions. Training also motivates employees to work harder. The success and 
efficiency of the organisation depends upon how well its members are trained. Employee 
training imparts special skills and knowledge to the employees in order that they 
contribute to the organisation’s efficiency and be able to cope with the pressure of a 
changing environment. 
 According to Edwin B. Flippo, “Training is the act of increasing the knowledge 
and skill of an employee for doing a particular job.” 
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 In the words of Michael Jucius, “Training indicates any process by which the 
aptitudes, skills and abilities of employees to perform specific jobs are increased.” 
 
Characteristics of Training: 
1. Training is the act of increasing the knowledge and skill of an employee for 
doing a particular job. 
2. It is a learning process and experience. 
3. In its widest sense, training is an aid to ‘self-development’. 
4. It bridges the difference between job requirements and employee’s present 
specifications. 
5. It is an activity intimately associated with all the other personnel or 
managerial activities. Scoot, Cothier, and Spriegel write, “Personnel 
management is management, and training is a very important phase of the 
management programme.” 
6. It seeks a relatively permanent change in an individual that will improve his 
ability to perform on the job. 
7. It involves the changing of skills, knowledge, attitudes, or social behaviour. 
8. It is an essential part of management development. 
9. Training complements selection. If well-qualified candidates are recruited, 
there will be less need for training inside the organisation but if recruits are 
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poorly qualified candidates then training must try to fill the gap. (Strauss 
and Sayles) 
10. It is wrong to think of training purely in terms of formal courses and 
programmes. Strauss and Sayles state. “Almost everything that happens to 
an employee after he joins a company serves as a training experience. That 
is to say, the worker learns what is expected of him in a new situation 
through the experiences he undergoes.” 
11. Training is continuous process. C. R. Dooley writes, “Training is not 
something that is done once to new employees – it is used continuously in 
every well-run establishment. Every time you get someone to do work the 
way you want it done, you are training. Every time you give directions or 
discuss a procedure, you are training.” 
12. It is misleading to think of training as an “afterthought” or reactive – a series 
of ad hoc activities, separated from other organizational functions. 
“Give a man a fish, he will eat it. Training a man to fish, he will feed his 
family”. This saying highlights the importance of training everywhere. Training is a 
necessity and not a luxury. Many big companies spend huge amounts on training as it is 
generally felt that it motivates employees to put hard work. If employees understand job 
well, their morale increases and there is also a sense of recognition among the employees 
that they are the valued members of the enterprise. 
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The Training process: 
 An effective training programme should be flexible. It should be chalked out after 
identifying the training needs or goals. It should have relevance to the job requirements. 
Generally, training process includes following steps. 
 
Organizational Objectives and 
Strategies 
Nature of Current or Anticipated 
Training Needs 
Application of Training 
Technique(s) 
Selection of Appropriate Training 
Technique(s) and Personnel 
Establishment of Training Goals
Monitoring of Training 
Programme 
Selection and 
Application of 
Evaluation Design 
Selection of Trainees 
Overall Evaluation of Training 
Progarmme 
 
 
 
 
 
 
 
 
 
 
 
 
Training Process 
 
An Organisation must first assess its objectives and decide what skills, 
knowledge, abilities and other personal attributes are necessary for employees. Every 
organisation must frame sound training policy. Training is a joint process. Its 
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responsibility has to be shared among the top management, the personnel department, the 
line supervisor and the employees. The assessment of training needs is perhaps the most 
important step in the process. It is necessary to decide who are to be trained – new or old 
employees. The methods to be used will depend upon the type of persons to be trained. 
The training goals should ensure that the assessed needs will be served. These goals 
should be fully integrated with the organisation’s human resource training needs. The 
success of training depends to a great extent upon the instructors or the resource persons. 
The trainer must know both the job contents and how to teach them. Developing training 
package involves deciding the content of training, designing support materials and 
choosing the appropriate training techniques. Presenting the operation is the action phase 
of training. The instructor uses explanation and demonstration for training. Without 
monitoring the training process, it is possible that a well-designed training programme 
may be conducted improperly, or other wise fails to accomplish its goals. Evaluation 
involves a comparison of what was accomplished during the training programme with 
what was intended. It should provide feedback on training effectiveness. It reinforces the 
learning process. It also helps in designing future training programmes. 
Training for different employees: 
Employees at different levels require training. Unskilled workers require training 
in improved methods of handling machines and materials to reduce the cost production 
and waste and to do the job in the most economical way. Such employees are given 
training on the job itself; and the training is imparted by their immediate superior 
officers; and the training is imparted by their immediate superior officers, or foremen. 
The training period ranges from 3 weeks to 6 weeks. 
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 Semi-skilled workers require training to cope with the requirements of an industry 
arising out of the adoption of mechanization, rationalization and technical processes. 
These employees are given training either in their own sections of departments, or in 
segregated training shops where machines and other facilities are usually available. The 
training is usually imparted by the more proficient workers, bosses or inspectors, and 
lasts for a few hours or a week, depending upon the number of operations, and the speed 
and accuracy required on a job. 
 Skilled workers are given training through the system of apprenticeship, which 
varies in duration from a year to three or five yeas. Such training is also known as 
tradesman training, and is particularly useful for such trades in industry which require 
highly sophisticated skilled, while the mass production in industry has considerably 
reduced the proportion of employees who must be skilled trademan, the design, the 
construction and maintenance of new machines has increased to such an extent that a 
very high level of skill and capacity is required to become a skilled tradesman. 
 Other employees: Besides the above types of employees, other typists, 
stenographers, account clerks, and those who handle computers need training in their 
particular fields; but such training is usually provided outside an industry. 
 Salesman are given training so that they may know the nature and quality of the 
products, and the routine involved in putting through a deal; they are trained in the art of 
salesmanship, and in handling customers and meeting their challenges. 
 The supervisory staff needs training most, for they are very important link in the 
chain of administration. The training programmes for supervisors must be tailor-made to 
fit the needs of an undertaking. Their training enables supervisors to cope with the 
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increasing demands of the enterprise in which they are employed and to develop them 
spirit. 
The problem of Training in Small Scale Industries: 
 The small entrepreneur requires considerable technical assistance. He may require 
technical training facilities for himself and his workers. Training in modern labour skills 
is obviously important in small industry development.6 Small scale industries have 
neither facilities not resources to run their own training programmes. They have to 
depend upon the training facilities provided by the specialised institutions set up for the 
purpose. Industrial Training Institutes, Polytechnic colleges, and other special training 
programmes run under different schemes by different organisations. Most worker training 
projects for large industry also assist small industry.7
 The small entrepreneur needs to acquire management skills particularly in the 
areas of organisation and personnel management, finance and marketing, while he 
acquires them through experience, it is necessary to broaden them by training and 
exposure to the experiences of other successful entrepreneurs. 
 Many workers of small scale industries come from artisan families. Training them 
is relatively simple and does not need much modernized machinery and infrastructural 
facilities. However, they need some training while adopting modern techniques in 
production. 
 The technical and skilled workers have to be trained to work on the machines. 
The categories of workers who come under this are turners, fitters and welders in 
                                                 
6 Gandhar Gadgil, “State Encouragement to small scale industries An appraisal”, 1976, P-36. 
7 Joseph E. Stepanek, op. Cit P. 88. 
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engineering units, Oilers in oil and stone cutters and polishers in slab units, etc., The 
infrastructural facilities required by them are relatively complicated and modern. More 
formal training is required for them. Quantitatively, small industry’s largest training 
requirements are for technicians and skilled workers.8
 
Training Methods: 
 There are numerous training methods, namely lecture and discussions, case study, 
programmed instruction, junior board membership coaching, simulation, sensitivity, 
laboratory training, role-playing and on-the-job training9. In the small scale industries 
training mainly takes two forms. They are on-the-job training and institutional training. 
(1) On-the-job training: 
 Training provided by the small scale industries is informal, minimal and nominal 
and on-the-job. Workers are just briefed on selection and are entrusted to the senior 
skilled workers for further guidance if any. Sometimes workers at very young age join 
the concern as office boys or unskilled workers or helpers, observe the work carried on 
by the skilled and grow into skilled workers. 
 
(2) Institutional Training: 
 Several institutions were started in developing countries all over the world10. To 
train in artisan trades and in modern technology. 
 
                                                 
8 Eugene Staley and Richard Morse op. cit. P-365 
9 Ogundele, B.O., Op. Cit., P. 298 
10 Eugene staley and Richard Morse, op, cit, pp. 63-66 
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Institutional Training in the Country: 
 Institutional and organised training programmes were developed in India too. In 
1962 itself the Technical Training Committee estimated the demand for skilled and semi-
skilled workers for the small, medium and large scale sectors, the existing training 
arrangements, shortages of training facilities, ill-existing training arrangements, shortages 
of training facilities, ill-organised training by factories and replacement of the ill-
organised training by factories and replacements of the ill-organised arrangements by 
organised courses, average period of training conditions under which  training should be 
provided etc. Since then there is no such enquiry into the training needs of small scale 
industries. 
 The Small Industries Development Organisation (SIDO) with its network of 25 
small industries service institute (SISIs), 18 Branch institutes, 41 extension centers, 4 
regional testing centers, one product and process development center and associated 
institute like the Small Industry Extension Training Institute, National Small Industries 
Corporation, Central Institute of Tool Design, Tool Rooms, Institute for Design for 
Electronical Measuring Instruments provide comprehensive assistance on all aspects of 
development to the small entrepreneurs. On an average, in a year about 4,00,000 existing 
and prospective entrepreneurs are provided advice on technical, economic, management 
and general matters. These include trade-oriented, process-oriented, and product-oriented 
courses. Mobile workshops attached to SISIs visit areas of concentration of artisan for 
demonstration and training purposes. Training through mobile vans is imparted to the 
interested artisans in areas such as black smithy, carpentry, leather work, general 
engineering, wood work etc. 
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 National Institute of small Industry Extension Training (NISIET), Hyderabad, 
provides composite non-technological training in almost all aspects connected with small 
industry development, emphasis being on development, management and behavioral 
science programmes at national and international levels.  It trains development and 
extension personnel of organisations associated with small industry development in the 
country and from a large number of developing countries, and existing and prospective 
entrepreneurs. Programmes for trainers’ seminars and workshop for senior personnel 
from various organisations are also organised periodically. It thus serves as an apex 
training, research and consultancy organisation in the small scale sector. 
 National Institute for Entrepreneurship and Small Business Development 
(NIESBUD), New Delhi, coordinates the training and research activities for 
entrepreneurship development in the small enterprise sector. It also undertakes specific 
programmes to cater to the needs of various target groups. Its programmes are mainly for 
motivators, trainers and entrepreneurs. 
 Some of the central institutions which provide specialised training for technical 
personnel concerned with specific industry groups are: 
¾ Prototype Development and Training Centres of the National Small Industries 
Corporation. 
¾ Centre Institute of Tool Design (CITE), Hyderabad. 
¾ Institute for Design of Electrical Measuring Instruments (IDMEMI), Bombay. 
¾ Central Tool Room and Training Centres. 
¾ Central Institute of Hand Tools, Jalandhar. 
¾ National Institute of Foundry and Forge Technology, Ranchi 
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¾ Central Institute for plastics Engineering and Tools (CIPET), Madras. 
To supplement these, state governments have also developed training centers, tool 
room and testing facilities in certain lines of manufacture. At the grass root level for 
development of skills needed for various industries, polytechnics and industrial training 
institutes are operating in each district. Training programmes are being closely monetered 
to ensure that they cope with the requirements of the industry from time to time. Various 
chambers of commerce also organize seminars and training programmes from time to 
time for this purpose. 
 
TRAINING FACILITIES IN DISTRICT : 
 
There is one Polytechnic College at Rajkot imparting instruction in the discipline 
of civil, mechanical and electrical engineering. Besides this, there is ITI under the control 
of the state government, imparting industrial training in different trades like welding, 
motor mechanism, automobiles, fitter, turning electrician, carpentry etc. 
 
The Centre for Entrepreneurship Development sponsored by Government of 
Gujarat and G.I.I.C., G.S.F.C., G.I.D.C., and G.S.I.C. conduct advanced courses for small 
industry management. The owners or the managers of the small units are trained in 
various subjects such as Financial Management, Production Management, Personnel 
Management, Accounting and Marketing Management. 
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Apart from the Government agencies, many other organizations located in the 
district, namely, Kutch Saurashtra Productivity Council, Rajkot Small Scale Industry 
association etc. conduct advanced courses for small industry management. Looking to the 
modern trend of the industries, labour union activities – rapid development and 
establishment of laws - automation and economical uncertainty……….. Manpower 
management complexities etc. the knowledge of personnel management and 
administration has become inevitable. Management development is one of the important 
functions of personnel administration. To run a business and industry on trial and error 
base is dangerous, so the importance and necessity of managerial training should not be 
neglected at any cost. If the owner of units of small scale industries sincerely desire a 
speedy orientation in various management areas with which they might few unfamiliar, 
there are institutions, associations and consultant firms who arrange seminars and 
workshops and counsel on particular problem of management. For example, Kutch – 
Saurashtra productivity council of Rajkot, Saurashtra Chamber of Commerce and small 
scale industry association of Rajkot etc. have earned good name among the industrialists 
for arranging seminars, lectures workshops and for counseling in various management 
areas. Any job tends to become a blind routine if no change, orientation is provided to the 
employees and such blind routine affects the productivity and morale of employees. It is 
a precondition that a desire for training must be created in the entrepreneurs and 
employees of SSI units otherwise any training programme would prove a flop and a giant 
overhead. 
 
 144
It is also true that training involves cost, and cost is one of the major factors 
which has been discouraging many of the industrial organization for arranging and 
planning training programmes. But absence of training programmes is more expensive 
than the cost of  training programmes. The prototype – production – training centres, 
which are intended to design, develop and test machines and equipment suitable for small 
industry manufacture and to conduct technical training programmes, have been 
handicapped greatly by difficulties in obtaining sufficiently well-qualified development 
and training personnel. Small firms often experience difficulties in releasing employees 
for external training for the loss of even one individual in a small department can lead to 
production problems, especially when the level of orders is high. Some of the employer 
respondents are of the opinion that many of the available external courses were not well 
suited to the needs of small firms. The overall result is likely to be that young workers in 
small firms have rather fewer opportunities for training which subsequently helps to lock 
them into the small firms side of the dual labour market. 
 
 
TRANING PRACTICES : 
 
The training practices that are present among the small scale units in the Rajkot 
GIDC have been studied with the help of the data collected from employers and workers. 
The data so collected are analyzed hereunder: 
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The training practices in district can be summed up as follows: 
 
(1) No training schemes are run by the small scale industries. 
 
(2) Apprenticeship Schemes run by large scale industries in the district are helpful to 
fulfill the training needs of the small scale industries. 
 
(3) Mainly training is not much. It is just acquisition of skill through observation and 
assisting the skilled workers.  
 
(4) Most of the training in small industries is on-the-job either in the same or in the 
similar units. 
 
(5) Training is for no specified period. It is until one acquires the required skill. It 
varies from 10 days to 3 years. It is better to call period of training as the period 
of acquisition of skills. 
 
(6) During the period of training, normally no wages or very less wages are paid. 
 
(7) No particular training is given by the seniors or supervisors. At the time of 
joining, the employer briefs or entrusts the work of briefing to some responsible 
and experienced person in the unit. Afterwards learning is only by observing. 
Some people are of the opinion that the training imparted to them in that way is 
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not sufficient. Employer who thinks always about profit does not pay much 
attention to training.   
 
(8)      Workers too join for low wages to learn work with an employer, leaves him for 
better wages after learning that work or gaining some experience. Employers admit 
the new workers with the intention that they work for less wages, obediently and 
continuously for quite sometime. Another idea behind recruiting raw hands is that 
they are youth and 
 
- they work with greater enthusiasm, 
 
- they can do the job requiring physical fitness, 
 
- they are less conscious of their rights, 
 
- as they are unmarried family burdens are less and absenteeism would be less. 
 
 
 
 
(9)    Some workers are of the opinion that some employers say training period is for two 
years pay nominal wages. But they think that there is no training actually imparted to 
the workers. It is all false. Some others are of opinion that training is alright but 
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supervisors taken too much time (years together) to show work as a result helpers are 
supposed to remain as helpers for too long a time with low wages. 
 
 
(10) Learning work is too slow in private workshops. Senior machinist who knows the 
work is not willing to show major technical points to the helpers or assistants. 
 
 
(11) Some entrepreneurs reported that they worked in similar units at places like 
Bombay and Pune to acquire skills before starting similar units, without creating a 
faintest suspicion that they are prospective employees. Some of them brought skilled 
personnel from those places to train the local people for a year or a two. This is one 
peculiar method of getting trained in small scale industries. 
 
 
(12) One entrepreneur manufacturing peppermint worked in a similar unit before 
starting that unit. He keeps secret the formula. He never allows the paid employees to 
know that formula. He is afraid that if they learn that formula they may leave the 
concern and start a rival unit. The paid employees have to attend to unskilled work 
only, like cleaning, weighing, etc.  
 
 
(13) Small scale industries compete with large scale industries for trained labour. 
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CONCLUSION :- 
 
 Practically no industrial unit runs any scheme for training outsiders. Even in 
respect of their own workers apprenticeship is offered only in about one-fourth of the 
industries on-the-job training is about one-half of them. No payment is generally made 
during the period of training, except in 38 units where three-fourth of the normal wage 
for skilled workers are paid to the trainees. Wages equivalent to those of unskilled 
workers are paid in 46 units. 
 
  
 To sum up –  
 
(1) Training in small scale industries through apprenticeship in industrial 
enterprises over a period varying from three months to a year. Even that is 
in very less number of units. 
 
(2) A beginner is required to work under the guidance of a skilled worker and 
learn his craft. 
 
 
(3) The apprentice is paid no wage or nominal wages. 
 
 
(4) No organized schemes are run by small scale industries to train outsiders. 
 
(5) Training is minimal and informal. 
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Training and developing employees and managers is becoming the number one 
priority in today’s workplace. Today’s employer no longer has option to train or not to 
train, but the question simply is, how much and when. Training is being brought to the 
forefront by the changing nature of the workforce as we move further into the 
information age, there will be the need for training and retraining for jobs which did not 
exist a few years before. 
 
  The training field is on the move. It is becoming increasingly sophisticated 
and professional. To meet this challenge, we need better equipped trainers and 
various types of training materials than ever before. The time in which we live is the 
era of the lifelong learner. We will have to continue to learn all of our lives or we will 
become obsolete. This lifelong learning is to be deliberate, planned and continuous. 
  In a dynamic work environment and a rapidly changing economic 
scenario, there is a need for training and re-training personnel in order to enable them 
to adopt to new situations. In this age of knowledge worker, every person needs to 
embrace a lifetime of learning and it is upto the organizations to give their employees 
this opportunity. Only those organizations which are able to give relevant training to 
their personnel in order to prevent obsolescence will be able to survive in the market-
driven and competitor ridden economic environment of the future. 
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 Chapter – 5 
Industrial Relations & Labour Welfare 
 
INTRODUCTION: 
Industrial relations, which is also known as labour relations, pose one of the most 
delicate and complex problems to modern industrial society. It is a dynamic concept, 
which is invariably influenced by the pattern of the society, i.e. its socio-economic and 
political scenario. With growing prosperity and rising wages, workers have achieved a 
higher standard of living; they have acquired education, sophistication and greater 
mobility. Career patterns have changed, for larger sections of the people have been 
constrained to leave their farms to become wage-earners and salary earners in urban areas 
under trying conditions of work. Ignorant and drenched in poverty, vast masses of men, 
women and children have migrated to a few urban areas. The organisations in which they 
are employed have ceased to be individually owned and have become corporate 
enterprises. At the same time, however, a progressive, status-dominated secondary group-
oriented, universalitic, aspirant and sophisticated class of workers has come into being, 
who have their own trade unions, and who have thus gained a bargaining power which 
enables them to give a tough fight to their employers to establish their rights in the 
growing industrial society. As a result, the government has stepped in and plays an 
important role in establishing harmonious industrial relations, partly because it has itself 
become an employer of millions of industrial workers, but mainly because it has enacted 
a vast body of legislation to ensure that the rights of industrial workers in private 
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 enterprises are suitably safeguarded. Besides, rapid changes have taken place in the 
techniques and methods of production. Long – established jobs have disappeared, and 
new employment opportunities have been created, which call for different patterns of 
experience and technical education. Labour employer relationships have, therefore, 
become more complex than they were in the past, and have been given a sharp edge 
because of widespread labour unrest. In the circumstances, a clear understanding of the 
factors which make for this unrest and which are likely to eliminate it would be a 
rewarding experience for anyone who is interested in industrial harmony. 
 
Concept of Industrial Relations: 
Industrial relations means the relationships between employers and employees in 
industrial organisations. According to Dale Yoder, the term industrial relations refers to 
the whole field of the relationship among people, human relationships that exist because 
of the necessary collaboration of men and women in the employment process of modern 
industry. 
In the broad sense, the term industrial relations also includes the relations between 
the various unions between the state and the unions as well as those between the 
employers and the Government. Relations of all these associated in industry may be 
called industrial relations. The subject, therefore, includes individual relations and joint 
consultation between employers and workers at the place of work, collective relations 
between employers and their organisation and trade unions and the part played at the 
State in regulating these relations. Industrial relations involve the study of how people get 
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 on together at their work, what difficulties arise between them, how relations among 
them are regulated and what organisations are set up to protect different interests. 
According to the dictionary of human resource management, industrial relations is 
a term which has two primary meanings. In everyday parlance, it refers to the actions of 
trade unions and their relations with employers as well as the government. However, 
industrial relations is also a field of study concerning the employment relationship, and 
its management and regulations. The labour dictionary defines it as “the relations 
between employers and employees in industry.” The International Labour Organisation, 
Geneva (ILO) has used the expression to denote such matters as freedom for association 
and the right to organize, the application of the principle of the right to organize, the 
application of the principle of the right to organize and the right to collective bargaining 
of collective agreements, or conciliation and arbitration proceedings and the machinery 
for cooperation between the authorities and the occupational organisations at various 
levels of the economy. 
 
Objectives of Industrial Relations : 
 In addition to their primary objectives of bringing good and healthy relations 
between employers and employees, industrial relations are designed. 
¾ To protect the interest of workers and the management through mutual 
understanding and relationship. 
¾ To avoid industrial disputes so as to develop a healthy work environment. 
¾ To improve quality of work life of workers. 
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 ¾ To increase performance through reducing labour turnover and frequent 
absenteeism. 
¾ To provide constructive criticism of the management. 
¾ To establish government control of such plants and units as are running at a loss 
or in which production has to be regulated in the public interest. 
Thus, the maintenance of good human relationship is the main aim of industrial 
relations, because in the absence of such relationship the whole structure of industry may 
collapse. According to the National Commission on Labour, “the goal of labour 
management relations may be stated as maximum productivity leading to rapid economic 
development, adequate understanding among employers, workers and government, of 
each other’s role in industry, commitment to industry and to the individual way of life on 
the part of labour as well as management, sound unionism, efficient institutionalized 
mechanisms for handling industrial disputes and willingness among parties to cooperate 
as partners in the industrial system.” In other words, the objectives of industrial relations 
are to facilitate production; to safeguard the rights and interests of both labour and 
management by enlisting the co-operation of both; to achieve a sound, harmonious and 
mutually beneficial relationship between employers and employees. 
 
Labour Relations and Related Legislation: 
 The central government has formulated a lot of legislation to protect the interest 
of the workers and also to provide them better working environment. The following is the 
list of various acts, which govern the function of labour relations 
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 I. The trade union act, 1926. The Indian Trade Union Act was passed in 1926, 
which came into effect from 1st June 1927. The title was changed to be known as 
the Trade Unions Act vides the amendments of 1964 which came into force with 
effect from 1st April 1965. This act has been extended to Jammu & Kashmir with 
effect from 1st September, 1971. This act provides the formation, registration of 
the trade unions, and immunities available to the union leaders while involving 
themselves with the union activities of a registered trade union. 
II. The Workmen’s compensation Act. 1923. The act was passed in March 1923 and 
came into force on 1st July 1924. This act provides protection to workers against 
fatal accidents. The objective of the act was primarily to provide compensation to 
a workman incapacitated by an injury from accident. The provisions of the act are 
required to be enforced by the commissioner, who is the commissioner of the 
workmen’s compensation appointed under Section 20 of the act. This act has gone 
through several amendments. 
III. Payment of Wages Act, 1936. The bill was passed in 1936 and the act came into 
force from 28th March 1937. It has three parts. Part I deals with the regulation and 
payment of wages by the employer. Part II specifies the heads under which 
deduction can be made from wages. Part III provides machinery for enforcing 
specific claims arising out of delayed payments, deduction from wages, or appeal, 
this is self-contained act, which provides own machinery for the disposal of the 
claims. 
IV. The Industrial Employment (Standing Orders) Act, 1946. The legislature passed 
the act on 23rd April 1946 and came into force on 1st April 1947. It aims at 
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 developing healthy relationship between employers and employees. This act is 
mainly to protect the workers against victimazation. It applies to every industrial 
establishment wherein hundred or more workmen are employed or were 
employed at any time of the preceding twelve months. 
V. The Industrial Disputes Act, 1947. The bill was passed in March 1947 and came 
into force from 1st April 1947. This act has gone through several amendments and 
is the basic legislation pertaining to industrial adjudication in India. This was 
enacted to provide a basic legal framework for dealing with industrial disputes 
and their settlements. It also aims at improving the working condition of the 
industrial work force including peace and harmony at work. 
VI. The factories Act, 1948. The bill came into effect from 1st April 1949. This is 
another milestone in the history of legislation for workers in India. This act is 
very noticeable in improving the provision of the Factory Act, 1934 to extend the 
statutory protection to the workmen. Factory has been defined to include all 
industrial establishments employing ten or more workmen where power is used 
and twenty or more workmen in all other types of industrial establishment. State 
governments can extend the provision of this act to any establishment irrespective 
of the criteria mentioned above. Contract labour also can be included to compute 
the number of employees as per the amendment in 1976. The act deals with the 
basic minimum facility relating to health, welfare and safety of workers at a 
considerable magnitude. 
VII. The Mines Act, 1952. It aims at providing safe and proper working conditions in 
mines and certain amenities to the workers employed therein. The act came into 
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 force with effect from 1st July 1952. The central government is the administrative 
authority under the Mines Act, having the powers to make rules, regulations and 
by-laws for carrying out the directions of the Act. Mines rules, 1955 have been 
accordingly made by the government. 
VIII. The payment of Bonus Act, 1965. The act came into force from 25th October 
1965. It consists of 40 sections and four schedules. The objective of the act is to 
maintain peace and harmony between labour and capital by allowing the 
employees to share the prosperity of the establishment reflected by the profits as 
well as by the contributions made by capital management and labour. 
The Scope of industrial relations is quite wide, the main issues involved here are: 
(a) Grievances and their redressal. 
(b) Workers’ participation in management. 
(c) Discipline and Disciplinary Action 
(d) Trade Unions 
(e) Collective bargaining 
(f) Communication 
 
(a) Grievances and their redressal: 
 There is hardly an industrial concern which functions absolutely smoothly at all 
times. In some, the employees have complaints against their employers, while in others it 
is the employers who have a grievance against their employees. These grievances may be 
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 real or imaginary, valid or invalid. A complaint affecting one or more workers constitutes 
a grievance. The complaint may relate to the mode of payment, leave, working 
conditions, work assignments, or a complaint against a foreman, against the quality of the 
plant or the food available in the canteen. A grievance handling system serves as an outlet 
for employee frustration and discontent. It operates like a pressure release valve on a 
steam boiler. The very fact that employees have a right to be heard and are actually heard 
helps to improve morale. 
 Dale yoder, defines grievance as, “a written complaint filed by an employee and 
claiming unfair treatment”1 Keith Davis, on the other hand, defines it as, “any real or 
imagined feeling of personal injustice which an employee has concerning his 
employment relationship.”2 Pigors and Myers observe that the three terms – 
dissatisfaction, complaint and grievance – indicate clearly the nature of dissatisfaction. 
According to them, dissatisfaction is anything that disturbs an employee, whether he 
expresses it in words or not. A complaint is a spoken or written dissatisfaction which is 
brought to the notice of the management or trade union representatives. A grievance, on 
the other hand is simply a complaint which has been ignored, over-ridden or, in the 
employee’s opinion, dismissed without consideration, and the employee feels that an 
injustice has been done, particularly when the complaint was presented in writing to a 
management representative or to a trade union official.”3 In other words, grievances are 
feelings, sometimes real, sometimes imagined, which an employee may have in regard to 
his employment situation. It should be noted here that there is no single factor which 
                                                 
1 Yoder, Dale, Personnel Management and Industrial Relation, 1972. 
2 Davis, K. Human Relations At Work, 1971 
3 Pigors, P and Myers, C.A. Personnel Administration, P. 242. 
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 causes a grievance; many factors combine to generate a grievance; and both employers 
and employees have grievances – the one against the other. 
 To sum up, employee grievance may be due to;4
1. Demands for individual wage adjustments; 
2. Complaints about the incentive system; 
3. Complaints about the job classifications; 
4. Non-availability of materials in time; 
5. Unsatisfactory conditions of work. 
The management, too, has grievances against its employees. These concerns: 
1. Indiscipline; 
2. Go slow tactics; 
3. Non-fulfillment of the terms of the contracts signed between the management and 
the workers of their trade union; 
4. Failure of the trade union to live up to its promises to the management. 
It should be noted that some grievances are more serious than others since they 
are usually more difficult to settle, without an analysis of their nature and pattern, the 
causes of employee dissatisfaction cannot be removed. The personnel administrator of an 
organisation should help the top management in the formulation and implementation of 
the policies, programmes and procedures which would best enable them to handle 
employee grievances. These policies, programmes and procedures are generally known as 
                                                 
4 U.S. Department of labour, settling plant grievance Bulletin 
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 the grievance redressal procedures. This procedure is an important part of labour 
relations, because it brings grievances into the open so that management can know them 
and take necessary action to settle them, it provides the workers a formal opportunity for 
expressing their fears, anxiety and dissatisfaction. Such release of emotions helps to 
improve the morale and productivity of employees. 
 
(b) Workers’ participation in management: 
 The gulf between the manager and the managed is considerably reduced if the two 
sit together across the table frequently to discuss the problems of mutual interest. 
Generally, it is believed that involving employees in decision-making processes will 
result in improved job attitudes and co-operation and reduced turnover, absenteeism and 
grievances. Almost everywhere the supporters of participation claim that it is not only 
morally sound, but it reduces alienation and improves morale. According to Keith Davis 
participation refers to the mental and emotional involvement of a person in a group 
situation which encourages him to contribute to group goals and share in the 
responsibility of achieving them.”5 It is a process by which authority and responsibility 
of managing industry are shared with workers. A scheme of workers’ participation in 
management is desirable for every organisation since –  
¾ it involves workers in organisation’s affairs and thus creates better awareness of 
its problems, 
                                                 
5 Keith Davis – Human Relation at Work, Tata McGraw Hill, 1975, p. 288 
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 ¾ it creates a sense of responsibility as the decisions in joint committees may be 
taken with the consent of both the parties, 
¾ managers are in a better position to deal with the administrative problem, 
particularly those relating to labour matters as they may get first hand information 
from the union representatives in the joint committees, 
¾ Workers can understand the mind of the management easily on different issues in 
the course of deliberations in these committees.  
It is quite likely that participation may function more successfully in some settings 
than in others. The type of subordinates, for example, is one significant variable. 
Participation assumes that the subordinates can contribute something worthwhile. This, 
however, depends upon their ability and background. The atmosphere of the organisation 
must also be conducive to participation. 
 
Forms of Workers’ Participation in management: 
 These are various forms and styles of participative management. Some important 
forms which can apply in small scale industries are: 
 
 Quality Circle: 
Q.C. consists of a group of eight to ten employees who meet each other during a 
meeting which is held once in a week, fortnight or month depending upon the problems 
and their frequency of generation. These members discuss various problems related to 
quality. They recommend alternative solutions to solve the problems by investigating the 
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 causes. Depending upon the recommendations, corrections are made. Corrections are 
checked and then accepted as a norm if the solution works. They generally hold their 
meeting in the organisation premises. They are generally given a room where they can 
meet and think and come out with solution to problems. These employees basically have 
a shared area of responsibilities. This leads to a good participative environment and 
greater acceptability of decisions. In short, philosophy of Q.C. is – every human being is 
a veritable storehouse of ideas. In normal working, he is generally not called upon to 
contribute ideas. He is, at best, asked to perform a given set of duties. Given the right 
kind of environment, he will be inspired to also lend his intellect and creativity to the 
organisation. 
 
⁫  Suggestion Scheme:
Under this system, workers are invited and encouraged to offer suggestions for 
improving the working of the enterprise. A suggestion box is installed. Any worker can 
write his/her suggestions and put it into the box. Periodically all the suggestions are 
scruitinized by the suggestions committee. Employees are rewarded financially for 
submitting usable suggestions. Success of this system has been spotty. Creating a positive 
psychological environment and encouraging employees to give suggestions is essential to 
make this system successful. 
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  Works committees: 
Under the Industrial Disputes Act, 1947, every establishment employing 100 or 
more workers is required to constitute a works committee, such a committee consists of 
equal number of representatives of employer and workers. The main purpose of works 
committees is to provide measures for securing and preserving amity and good relations 
between the employers and employees. The effectiveness of work committees depends on 
the whole-hearted implementation of the recommendations of it; and proper appreciation 
of the scope and functions of it. 
 
 Joint Management Councils: 
Under this system, JMCs are constituted. These councils consist of equal number 
of representatives of employers and workers. The councils discuss various matters 
concerning working of industry. The decisions of these councils are advisory in nature 
though employers often implement the unanimous decisions of these councils. Working 
conditions, accidents, preventions, indiscipline, absenteeism, training and such other 
matters are generally the matters brought before joint management councils. While works 
committees are formed at shop floor/department level, joint management councils are 
instituted at plant level. 
 
(c) Discipline and Disciplinary Action: 
The word discipline connotes that the members of a group should reasonably 
conform to the rules and regulations that is, the code of behaviour which has been framed 
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 for it or by it so that everyone may benefit by them. Employee morale and industrial 
peace are definitely linked with a proper maintenance of discipline. It is essential to 
promote and maintain employee discipline for higher productivity and industrial growth. 
A disciplined work force can meet the challenge of competition and can achieve 
organizational objectives in a better way. 
According to Dr. Spriegel, “discipline is the force that prompts an individual or a 
group to observe the rules, regulations and procedures which are deemed to be necessary 
to the attainment of objectives; it is force or fear of force which restrains an individual or 
a group from doing things which are deemed to be destructive of group objectives. It is 
also the exercise of restraint or the enforcement of penalties for the violation of group 
regulations.”6
“Discipline in the broad sense means orderliness – the opposite of confusion ---- 
It does not mean a strict and technical observance of rigid rules and regulations. It simply 
means working, co-operating, and behaving in a normal and orderly way, as any 
responsible person would expect an employee to do."7
In simple words, discipline means orderliness or the absence of disorder, chaos 
and confusion in human behaviour and action. It occurs when employees behave in an 
orderly and responsible manner. Discipline is essential for the smooth running of an 
organisation and for the maintenance of industrial peace which is the very foundation of 
industrial democracy, without discipline, no enterprise would prosper. 
The objectives of discipline are 
                                                 
6 Spriegel, William R. and Schultz, Edward, Industrial Management, 1957. 
7 Bremblett, Earl R. “Maintenance of Discipline”, 1961, P. 10 
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  To gain willing acceptance of the rules, regulations, standards and procedures 
of the organisation from the employees. 
 To develop the feeling of cooperation among the workers. 
 To maintain good industrial relations in the organisation. 
 To promote morale and efficiency among the workers. 
 To develop a sense of tolerance and respect for human dignity. 
Both the supervisor and the workers should clearly understand the rules and 
regulations of the organisation. For this purpose, the organisation should develop a code 
of discipline in cooperation with the workers. This code should contain in writing the 
rules, regulations and procedures considered necessary to maintain discipline. These must 
be known to all concerned along with the punishment for their violations. Code of 
discipline should be published in employee hand book. All violations and misconducts 
should be promptly enquired into. When the penalty is imposed immediately after the 
misconduct, the offender identifies the punishment with the act he has committed. 
Therefore, he tries to avoid the offence in future. Punishment should not be delayed 
otherwise it will lose effect. 
 
(d) Trade Unions: 
Oppression and exploitation of the working class were the root causes for the 
growth of labour unions. The term ‘trade union’ is treated more or less as a synonym for 
labour union According to the earlier definitions the trade union was confined to 
association of workers and their working lives. But according to the Factories Act, 1926 
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 [section 2(h)] “trade union means any combination whether temporary or permanent, 
formed primarily for the purpose of regulating the relations between workmen and 
employers or between workmen and workmen, or between employers and employers or 
for imposing restrictive conditions on the conduct of any trade or business and includes 
any federation of two or more trade unions.” The act provides for registration of any trade 
union of seven or more industrial employees with the registrar of trade unions of the 
region by sending an application containing certain prescribed particulars. 
The main objectives of trade unions are 
 To secure for the worker fairer wages in the light of the cost of living and the 
prevailing standards of living; 
 To improve working conditions by securing shorter working hours, better 
leave facilities, adequate social security, better housing and education and 
other welfare benefits; 
 To assure the workers a share in the increased profitability of industry through 
payment of adequate bonus; 
 To ensure security of employment by resisting retrenchment; 
 To protect workers against exploitation and victimization by the employers. 
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 Table 5.1 
Reasons for not forming the Unions 
S.No. Reason No. of the 
Workers 
Percentage 
Total 
1. No interest 22 29.34 
2. Small Firm 19 25.33 
3. Dislike by the management 13 17.33 
4. Non-cooperation among 
workers 
06 8.00 
5. Do not know 15 20.00 
 Total 75 100 
 
Source: Field Survey 
  
 
 
Out of the 75 workers who have no unions in their units 22 said that they have no 
interest, 19 attributed to smallness of the size, 13 complained that management does not 
like it, 06 workers suspected co-operation among the workers and 15 expressed their 
ignorance. Some workers working in the units in which there is no union are of the 
opinion that union is useful for the workers and expressed their willingness to join the 
union if formed. 
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  Generally employers are against unions. Educated young entrepreneurs, who 
started small scale units under the self-employment scheme with certain exceptions are to 
some extent favourable or can be said that they are not so inimical. The reasons are: (1) 
they are educated, so can understand the difficulties of others better, (2) they too were for 
sometime unemployed, and (3) they are not from feudal class (rich families). 
 
Table 5.2 
Employee’s Attitude about Labour Union 
No. Statement SA A NS D SD 
1 Unions make it impossible for management 
to run a business efficiently. 
- - 02 10 13 
2 In general, unionized employees are 
resistant to change and impede change 
inside their organisation. 
- - - 16 09 
3 Unions protect employee right in the 
workplace, keeping management honest 
and fair in dealing with its employees. 
- 01 02 12 10 
4 Management should make every effort to 
keep their employees from being 
unionized. 
- - - 10 15 
5 Unions are too powerful in shaping how an 
organisation runs and operates. 
05 12 05 03 - 
6 Unions can play a very constructive role in 
the management of a business if 
management would only try to work with 
the union rather than ignore or fight it. 
- - - 13 12 
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 7 Unions tend to be corrupt. - 01 02 13 09 
8 Unions should have no role in production 
or marketing decisions of the firm 
- 03 01 14 07 
9 Unions may have been needed at one time 
in this country but are not needed now. 
- - - 19 06 
10 A union provides valuable services to their 
members that justifies the fees paid by the 
workers. 
01 02 03 11 08 
11 The thing that unionized workers care 
about most is higher wages and more 
expensive benefits 
12 10 01 02 - 
12 Employers have too much power and 
ability to prevent employees from starting a 
union 
01 02 02 07 13 
13 Unions are necessary to offset the 
unilateral power that management has 
03 02 01 09 10 
 1) Total response 22 33 19 139 112 
 2) Point values 1 2 3 4 5 
 3) Summary 22 66 57 556 560 
 4) Total score   1261   
 5) Average score   50.44   
Source : Field Survey
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 Scoring Chart: 
Average score was Between Employees’ Attitude about 
Employee Labour Unions will 
likely Be 
14 to 24 Strongly antiunion 
25 to 36 Moderately antiunion 
37to 47 Uncertain; neither for nor against 
union 
48 to 59 Moderately prounion 
60 to 70 Strongly Prounion 
 
  For this purpose samples have been taken on the basis of simple random sampling 
method. The opinion was obtained from 25 employees as shown in the above table 
5.2. It was found that average score works out to 50.44 which shows that the 
employees were moderately pro-union according to the scoring chart above. 
 
(e) Collective Bargaining: 
 Keeping in view the number of employees and the issues, it is impossible to talk 
to each individual employee to find out a consensus in a large set-up on certain common 
issues. Hence, employer always finds it convenient to discuss the issue with a group of 
persons who are the official representatives of the union carrying a common view. 
Moreover, it is also quite difficult for an individual employee to fight against injustice all 
by himself on common issues because of his limited power to bargain. This has resulted 
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 in developing the process of collective bargaining. It involves discussion and negotiation 
between two groups as to the terms and conditions of employment. It is called 
‘collective’ because both the employer and the employee act as a group rather than as 
individuals. It is known as ‘bargaining’ because the method of reaching an agreement 
involves proposals and counter proposals, offers and counter offers. 
 
Objectives of collective bargaining: 
 To maintain cordial relations between the employers and the employees. 
 To protect the interests of workers through collective action and by preventing 
unilateral action on the part of the employer. All employees are treated on equal 
footings. 
 To ensure the participation of trade unions in industry. 
 To avoid the need for Government intervention as collective bargaining is a voluntary 
process. 
 To promote industrial democracy. 
In the 21st century, the business is the responsibility of both the employee and the 
employer. Performance is the key driver of success, which will lead to survival. Labour 
relations being crucial management functions of HRM, it is essential to understand that in 
developing workers as the integral part of the business management decision, the biggest 
challenge lies with HR professionals to take up a developmental initiative in making the 
work force more accountable, committed, as business partners. Though collective 
bargaining is a powerful tool in maintaining peace and harmonious relationships, the 
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 approach needs to be reinvented as a “collective decision making” rather than “collective 
bargaining”. 
(f) Communication: 
 The term ‘Communication’ is derived from the Latin ‘communis’, meaning 
common and thus when we communicate we are trying to establish a ‘commonness’ of 
ideas with someone. It was Aristotle who, for the first time, brought about a systematic 
study of the communication process. Communication strictly stands for sharing of ideas 
in common. Communication always involves two persons – a sender and a receiver. One 
person alone cannot communicate. Only a receiver can compete the communication act. 
 Early theorists never fully integrated communication into management theory. 
But Foyal is the only early expert who made a detailed analysis of the problems of 
communication. It was Chesther Barnard in the late 1930s who developed 
communication as a vital dynamic of organizational behaviour. He was convinced that 
communication is the major shaping force in organisation. Communication makes the 
organisation purpose to the human participations. Since the leader or the manager 
accomplishes organizational objectives through people, it is essential to communicate 
what the leader or the manager wants people to accomplish, how to accomplish, where to 
accomplish and more important, why to accomplish. 
 Organisation cannot exist without communication. If there is no communication, 
employees cannot know what their respective associates are doing, management cannot 
receive information on inputs, and management cannot give instructions, co-ordination of 
work is impossible, and the organisation will collapse for lack of it. Co-operation also 
becomes impossible, because people cannot communicate their needs and feelings to 
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 others. Every act of communication influences the orgnisations in some way or the other. 
As such effective communication tends to encourage better performance, improves job 
satisfaction, creates proper understanding, and develops feelings of involvement among 
the people. 
Objectives of communication: 
 Communication is not an end in itself. There is no use of communicating just for 
the sake of communicating. It is a means and a very effective means for the solution of 
managerial problems and for attainment of managerial objectives. Since managers work 
through others, all their acts, policies, rules orders and procedures must pass through 
some sort of communication channel. The purpose of communication is: 
 To develop information and understanding which are necessary for group effort. 
 To provide an attitude which is necessary for motivation, co-operation and job 
satisfaction. 
 To improve labour-management relations by keeping both in contact with each 
other. 
 To satisfy the basic human needs like recognition, self-importance and sense of 
participation. 
 To encourage ideas, suggestions from subordinates for an improvement in the 
product and work conditions, for a reduction in time or cost involved and for the 
avoidance of the waste of raw material. 
 
 
 173
 Communication in Small Units: 
 The organizational structure plays an important role in framing the effective 
system of communication. In the large enterprise, the system of communication becomes 
more complicated and complex. In a small enterprise the face to face communication 
prevails which makes the problem a simple one. The organizational structure of the units 
of SSI, consists of only two levels of management i.e. (1) The top management – includes 
owners of the unit and manager (2) The front-line management includes foremen or 
supervisors. 
 Even delegation of authority is very limited. It was found that the people 
employed in top level of management were very few and only the front-line management 
level exists in most of the units. It was also found during the field work that a simple 
organizational structure namely line organisation, exist in most of the units. There was an 
absence of entire specialized staff and the owner was possessing authority over his 
subordinates for all the activities. The channel of communication and the line of authority 
were the same. So, in small units the line of authority also has become the line of 
communication. The owner of the unit or a partner of the unit holds the entire 
responsibility of managing the unit so he motivates guides and organises people to do 
their own work. To perform his managerial functions, he talks argues, requests, 
sometimes threatens his subordinates, his office staff and his labourers. He thinks that 
face to face oral instructions have an effective and speedy communication which ensures 
that there are no delays, bottlenecks, confusions, misunderstandings and distortions of 
facts, and establishes unity among all the concerned persons. He feels that it also helps in 
taking quick decisions. An oral communication generally takes place in small unit 
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 because largely illiterate workers are employed and such communication is direct 
between the owner, supervisor and the workers. 
 The units, covered in the present survey, do not seem to have given much thought 
to communication policy. The obvious reason for this is, that units informed that they 
have used the notice boards as the main medium of communication. Actually, certain 
types of information like standing orders, holidays, working hours etc are required to be 
conveyed through the notice boards by statutory law and the employers comply with 
these statutory obligations, so one cannot say that the written methods of communication 
do exit in small units. The popular channel of communication is the oral instructions and 
all the selected units indicate that they convey most of the information through oral talks, 
meetings. The communication channel in most of the units is top-downward channel 
owner of the unit and manager hold meetings with skilled labourers or supervisors in 
order to pass on relevant information to their other workers. It is felt that this is very good 
medium because of its face to face communications impact, time can be saved and 
misunderstanding can be cleared through this medium. 
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 Table 5.3 
Interaction between the Employer and the Employees 
No. Questions Yes No 
  Total % Total % 
1 Do you try to greet your employees every day? 22 44 28 56 
2 Do you go out of your way to interact with your 
employees at least once each day? 
30 60 20 40 
3 Do you speak to your employees before they 
speak to you? 
18 36 32 64 
4 Do you go to your employees’ work areas to talk 
to them? 
34 68 16 32 
5 Do you talk to your employees about non-work 
activities? 
20 40 30 60 
6 Do your employees welcome at your office at any 
time? 
35 70 15 30 
7 Do you have lunch with your employees from time 
to time? 
12 24 38 76 
8 Do you know what your employees like to do 
when they aren’t at work? 
10 20 40 80 
9 Do you understand your employees’ needs, 
wants, goals and aspirations? 
30 60 20 40 
10 Do you give frequent positive reinforcement? 32 64 18 36 
11 Do you frequently review goal and expectations? 16 32 34 68 
12 Do you ask about your employees’ problems, 
fears and concerns? 
40 80 10 20 
13 Do you ask yourself what you can do to help 
improve your employees’ performance? 
35 70 15 30 
 Total 334 51.38 316 48.62 
 Source: Field survey 
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   Samples have been taken on the basis of simple random sampling method. The 
opinion of 50 Employers were collected as shown in the table no. 5.3. 13 questions 
were asked from each employer. Results shown that 334 (51.38%) replied in the 
affirmative and 316 (48.62%) in the negative. This shows that the level of 
communication between the Employers and the employees in SSI is satisfactory, in 
view of the behavioural pattern of   communication in vogue in this part of the 
country. 
 
Industrial relations in sampled small units: 
 Looking to the units of small scale industries, their size, their labour employment 
capacity and their production methods, the industrial labour relation aspect is not so 
complicated. The labourers employed in the units of small scale industries are not in large 
number or in mass, and production methods are not so much complicated. Even unskilled 
labourer can start production after a short practical experience. So units of the small scale 
industries always preferred to employ unskilled labourers who are cheap and easily 
available. Moreover, in a unit, at an average maximum 25 to 30 labourers are employed, 
so problems regarding wages, working conditions, employment relationship and labour 
unrest do not arise. It was realized during the survey that the employer’s approach to the 
labour was a commodity approach. Workers were just treated as a factor of production 
and the human aspect of labourers was not considered by most of the employers. As a 
matter of fact employees and employers do not have any good-or-bad relations. It was 
found during the field work that most of the employers do not consider their labourers as 
valuable assets, on the contrary employers kicked out their labourers if they do not want 
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 them in the unit and flatter them if mass production is required. One unit holder 
conspicuously opined that no relation is good relation. In all fairness, it must be admitted 
that the attitude of the most of the employers towards their employees particularly 
unskilled labourers was affected and was not significant. Most of the employers believe 
that most of the workmen want more and more wages and all of them want to do less 
work. Some employers were trying to justify the poor wage structure policy on the 
ground that such labourers were better than many unemployed as well as persons 
employed else where than those in industry. It was found during the survey that not a 
single labour union exists in the sector of small scale industry. Even most of the labourers 
were not taking interest in unions. The employee – employer relation problem does not 
become complex and impersonal due to skeleton staff. Moreover, strikes, Gheraos or 
lock-out in small units have no impact on society or even in small scale industries. Go-
slow policy and strikes are the major weapons of the labourers to use against the 
employers. Strike shows the tenacious unity of labourers. In spite of the dearth of 
personnel expertise, the employee – employer relations seem to be on an excellent 
footing, particularly, when it is realized that most of the units in the survey have 
harmonious and strike free industrial relations situation. Very few units have admitted to 
have faced strike in their units. Only 2.66% units stated that they had strike in their units 
in the last ten years. The causes and results of strikes have been analysed with the help of 
detailed case studies given below: 
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 Case – I 
One unit dismissed a chief electrician, who was skilled labourer, for his 
misbehavior, and he was encouraging the other labourers of the unit to demand higher 
rate of wages. The unit remained closed for two days. The strike was a failure. 
Case – II 
In this engineering unit located in the Aji industrial estate, there were two strikes. 
Once in 1982 for three days and the second in 2001 for two days. First was peaceful 
while the second turned violent after a peaceful beginning. The reason for the first was 
the provision of facilities like tea times etc. the reason for the second was delay in the 
payment of salaries. In both the cases the employer accepted the workers’ demands. The 
entrepreneur was a technocrat. He belongs to a trading community. Unit was facing the 
problems of finance and marketing. The working conditions regularized after the strikes. 
Case – III 
In this unit there was a strike for three days in 1999. It was peaceful. It was settled 
through mutual discussions. The demand was to increase wages.  Wages were increased. 
The entrepreneur belongs to Patel community. He is a local, politically influenced, God 
fearing and kind hearted man with college education. The unit is an engineering based 
one. There was no registered union for the workers working in the unit. 
In short, the common reason for strike in small units is low wages, generally 
strikes are settled through personal direct talks or negotiations and strikes are of short 
duration. 
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 The industrial relation picture emerging from this survey of the units of small 
scale industry is sketchy. Bottleneck problems in the units in personnel do not arise due 
to skeleton staff; Mostly in all small units the owner or partner takes upon himself the 
functions of personnel management and assumes the responsibilities. They think that they 
are expert in handling people, but the state of affairs is dreadful mainly due to paucity of 
awareness of personnel function, concepts, techniques and tools on the part of the 
management. On the other hand it would be idle and even unfair to expect from the small 
unit holder, who is, basically an experienced trader or highly skilled worker – to be 
expert of personnel management. Time has proved that human assets require better 
treatment and efficient manpower is the assets of the firm, so different types and special 
types of maintenance charges are required. Small units must accept that special treatment 
to the human assets is badly needed and instead of accusing the illiterate workmen, they 
should offer spontaneously this job to proficient persons. Only sweet relation with 
labourers are not sufficient, but personnel development of worker is also needed which is 
possible by inserting a good personnel policy which is absent in all the small units. 
 
Labour Welfare: 
 Labour is bodily or mental exertion tending to supply wants of community. It is 
an important factor of production which is very difficult to handle. Industrial prosperity 
depends upon the welfare of labour. Dealing with labour is dealing with feelings. Wage is 
not the sole consideration and incentive for workers to put in their best. So to attract and 
extract maximum out of labour and to discharge the social responsibility towards labour, 
something has to be done in addition to the payment of wages, i.e., labour welfare. 
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Concept of Labour Welfare: 
 The term ‘labour welfare’ cannotes “anything done for comfort and improvement, 
intellectual and social, of the employees over and above wages paid, which is not a 
necessity of the industry. It has two sides, negative and positive. On the negative side it is 
associated with the counteracting of the baneful effects of large scale industrial system of 
production, especially capitalistic so far as India is concerned, on the personal, family and 
social life of the worker. On the positive side, it deals with the providing of opportunities 
for the worker and his family for a good life as understood in its most comprehensive 
sense.8 The ILO defined “labour welfare” as “such services, facilities and amenities as 
adequate canteens, rest and recreation facilities, arrangements for travel to and from work 
and for the accommodation of workers employed at a distance from their houses, and 
such other services, amenities and facilities as contribute to improve the conditions under 
which workers are employed”.9 To sum up all the measures taken up by the employer, 
government, trade unions and others for the betterment of workers life inside and outside 
the factory can be taken as labour welfare measures. 
 
Scope of Labour Welfare: 
 The classification adopted by ILO10. Gives a better idea as to the scope of the 
term ‘labour welfare’. 
                                                 
8 Moorthy, M. V., Principles of Labour Welfare, Gupta Brothers, Visakhapatnam, P. 10 
9 ILO Resolution of 1947, Quoted in the report of the National commission on Labour, P. 112 
10 Report of the National Commission on Labour, op. cit., P. 112. 
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 1. Welfare Amenities within the Precincts of the Establishment 
 (1) Latrines and urinals. (2) washing and bathing facilities. (3) Creches. (4) rest 
shelters and canteens. (5) arrangements for drinking water. (6) arrangements for 
prevention of fatigue, (7) health services including occupational safety, (8) administrative 
arrangements within plant to look after welfare, (9) uniforms and protective clothing, (10) 
shift allowance. 
2. Welfare outside the Establishment 
 (1) Maternity benefit, (2) social insurance measures including gratuity, pension, 
provident fund and rehabilitation, (3) benevolent funds, (4) medical facility including 
programmes for physical fitness and efficiency, family planning and child welfare, (5) 
education facilities including adult education, (6) housing facilities, (7) recreation 
facilities including sports, cultural activities, library and reading room, (8) holiday homes 
and leave travel facilities, (9) workers’ co-operatives including consumers co-operative 
stores, (10) vocational training for dependents of fair price shop & cooperative thrift & 
credit societies workers, (11) other programmes for the welfare of women, youth and 
children, (12) transport to and from the place of work. 
 According to the classification adopted by the International Labour organisation 
and also the National Labour Commission (given above) the scope of the term ‘labour 
welfare’ includes the social security measures, Hence (1) social security measures, (2) 
statutory welfare measures, (3) non-statutory welfare measures existing in the small scale 
industries are discussed hereunder. 
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 Factory and Non-factory sectors: 
 For the discussion of the welfare measures in the small scale industries, it is 
necessary to distinguish between the factories and non-factories. Once an enterprise is 
registred under the Factories Act, 1948, the conditions of work get regulated. The 
registration is obligatory as the size of employment reaches 10 workers with the use of 
power and 20 workers without the use of power.11 Any unit irrespective of the size of 
employment and usage of power can be brought under the purview of the Factories Act 
by the State Government by a notification in the official gazette.12 Sixteen manufacturing 
processes were brought under the purview of the Act under this section in 197913. Later 
they were reduced to eight.14 The recruitment, working conditions, hours of work, leave, 
payment of wages, dismissal etc, are not formalized in the case of non-factory 
organisation.15
 
Social Security Measures: 
 Social security is the security that society furnishes through appropriate 
organisation against certain risks to which its members are exposed. These risks are 
essentially contingencies of life which the individual of small means cannot effectively 
provide by his own ability, or foresight alone or even in private combination with his 
fellows.16 The risk to which workers are exposed include unemployment, accident, 
                                                 
11  The factories Act, 1948, sec, 2(m) 
12  The factories Act, 1948, sec. 85(i) 
13  G.O. Ms. No. 731, Labour, employment, dated 26th oct, 1979 
14  G.O. Ms. No. 812, Labour, employment, dated 11th Nov, 1982 
15  Papola, T. S .Informal sector concept and Policy, Economic and Political weekly, vol, XV, No. 18, May 
3, 1980, pp. 817-27. 
16 I.L.O. Approaches to social securities, P. 80. Quoted in Bhogaliwal, T.N. 
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 sickness, disability invalidity, old age, death, etc. Various acts have been promulgated in 
India to mitigate the loss arising out of such risks. They are: 
 
Payment of Minimum Wages: 
 To solve the miseries of the organised and unorganised labour in India by 
assuring a minimum wage, the minimum wages act was passed at the dawn of 
independence rightly responding to the mandate of Art. 43 of the constitution. In the 
beginning the list of the scheduled industries appended to the Act was limited to fourteen, 
but gradually it is increasing. Minimum wages are not paid in most of the small scale 
industries. Average minimum day wages fixed by the government for an unskilled 
worker is Rs. 7.70, whereas average daily wage for unskilled workers as per the survey is 
Rs. 6.03. Women worker’s wage is Rs. 4.79. Children are to be paid 75% of the wage 
fixed for adults, which works out to Rs. 5.78, but the average wage for children as per the 
survey is Rs. 3.12. 
 Implementation of minimum wages is very important. At some places where there 
is organised labour, demand for and scarcity of skills employers pay more than the 
minimum wages. But in certain industries at certain places and for certain occupations 
workers are not paid even the minimum wages. 
 
Provident Fund and Family Pension: 
 The Employee’s provident fund act, 1952 applies to (a) every establishment 
which is a factory engaged in any industry specified in schedule 1 and in which twenty or 
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 more persons are employed, and (b) to any other establishment employing twenty or 
more persons or class of such establishment which the central Govt. may by notification 
in the official gazette, specify in this behalf. An establishment to which this Act applies 
shall continue to be governed by this Act notwithstanding that the number of persons 
employed there in at any time falls below twenty (sec 3). The employees family pension 
scheme 197117 is compulsory for employees who have joined the Employees’ Provident 
Fund after 1-3-1971 and optional for others. The scheme provided inter alia for payment 
of pension to the families of the workers who are members of the family pension fund in 
case of their death while in service. 
Out of the 150 units surveyed 32 units answered in the affirmative to a question 
whether the provident fund facility was available to their employees or not. One 
entrepreneur when his unit ran well, used to pay (his part of provident fund contribution), 
but when  it fell sick, though the number of workers decreased, the obligation under the 
Act continued and the arrears mounted up day-by-day. 
 
Pension: 
 Out of the 150 units studied only one unit is provided pension facility to its 
employees. Pension is discretionary. Selective and not governed by any rules and 
regulations. Employer, if pleased keeps on paying some amount of salary to the old 
employees even if his services are not so essential to him. This facility was extended by 
the employer to a few, faithful old servants who served him sincerely throughout his life. 
                                                 
17 Inserted by Act No. 16 of 1971 
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Gratuity: 
 Gratuity is an additional retirement benefit. It is a provision for old age and a 
reward for good, efficient and faithful service for a considerable period.18 The payment 
of gratuity act came into force on September 16, 1972. The act applies to every factory in 
which 10 or more persons are employed or were employed on any day of the preceding 
12 months. Every employee who puts in a continuous service for not less than 5 years is 
eligible for gratuity at 15 days wages for every completed year of service, calculated on 
the rate of wages last drawn on the termination of his employment due to superannuation, 
retirement or resignation, death or disablement due to accident or disease. A person 
employed in a seasonal establishment gets gratuity at the rate of 7 days wages for every 
completed year of service.19
 131 (87.33percent) out of the 150 units are not paying any gratuity. Six units 
simply answered that they are paying as per rules. Four units simply answered that they 
are paying gratuity at the rate of 15 days salary for every completed year of service to 
those who put in at least five years of service in the unit. Another unit replied that it is not 
obligatory on their part however in consideration of the services, rendered the previous 
manager was paid Rs. 2500 at the time he left the concern. The retirement age is not fixed 
in any unit. 
 
 
                                                 
18 Sarma A. M. Aspects of labour welfare and social security, Himalaya Publishing House, Bombay, 1981, 
Page 225 
19 The payment of Gratuity Act, 1971, sec. 5 
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 The Employee’s State Insurance Scheme: 
 The Employee’s State Insurance Act came into force on 19th April, 1948. The 
scheme under the Act aims at providing protection to workers by way of payment of 
benefit in cash and providing medical facilities in kind in case of contingencies of 
sickness, maternity, employment injury and death. Small factories using power and 
employing persons between 10 & 19 and those not using power but employing 20 or 
more people are covered under the Act. The benefits provided under the scheme are  : (1) 
sickness and extended sickness benefit; (2) maternity benefit; (3) disablement benefit; (4) 
dependants benefit; (5) funeral benefit; and (6) medical benefit. 
 Out of the 150 units selected for the study ESI benefits are provided to the 
employees working in 23 units and for the employees working in the remaining 127 units 
no ESI benefits have been extended. 
 
Statutory Welfare Measures: 
 Welfare measures provided by the employer as he is under an obligation to do so 
under an Act or Acts are called statutory welfare measures. Sections 11 to 82 of the 
Factories Act, 1948 deal with health, safety, welfare, working hours, annual leave with 
wages etc. 
 
Medical Facilities: 
 The importance of medical facilities for workers can hardly be over emphasized. 
Absenteeism, turnover, productivity and morale depend to some extent on the health of 
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 the workers. Section 45 of the Factories Act, 1948 requires the maintenance of first aid 
box or a cupboard for every 150 workers employed which is kept in the charge of trained 
responsible person. If the number of workers employed is more than 500 an ambulance of 
the prescribed size containing the prescribed equipment in the charge of a separate 
medical and nursing staff as may be prescribed should be maintained. These provisions 
apply only to those small scale units which are registered under the Factories Act, 1948. 
Any medical facilities provided in other small scale units are of non-statutory in nature. 
 In 53 (35.33 percent) units no medical facilities are provided. There are no units 
in which the size of employment exceeds 500 so as to make it obligatory to provide an 
ambulance under the provisions of the Act. There are five units in which first aid boxes 
are maintained though they are not kept especially under the charge of a trained and 
experienced person. Two units providing the facility of reimbursement of medical bills. 
In (18.37 percent) units part time doctors are employed. In (54.08 percent) units, free 
medical aid (medicines) is provided. 
 Most of the medical facilities provided in the small scale industries are voluntarily 
provided by the employers. 
 
Canteen and Cafeteria: 
 Under Section 46(1) of the Factories Act, 1948 establishment wherein more than 
250 workers are employed has to maintain a canteen. None of the units in the present 
study has 250 or more workers. There are five units in which tea is supplied twice or 
thrice a day free or cost. One unit supplies tea during night shifts free of cost. Remaining 
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 units depend upon the tea shops run by private parties located outside the premises. 
Canteen is useful to the workers only when it can serve nutritious food at subsidies rates. 
Leave Facility: 
 Rules regarding the annual leave with wages applicable to the factory sector have 
been laid down in Chapter VIII of the Factories Act. Every worker who has worked for a 
period of 240 days or more in a factory during a calendar year, shall be allowed during 
the subsequent year, leave with wages for a number of days calculated at the rate of 
1. If an adult, one day for every twenty days of work performed by him during 
the previous calendar year. 
2. If a child, one day for every fifteen days of work performed by him during the 
previous calendar year.20 
Table No.5.4 shows that 40 (26.67 percent) units provide no leave facility and 70 
(46.67 percent) units provide at the discretion of the employer. Even among the others the 
practices vary much. 
Safety Measures: 
 Sections 21 to 41 of the Factories Act deal with safety measures in the factories. 
Survey of the units reveals that 65 (43.33 percent) employers provide the workers with 
glasses, gloves, shoes, etc., whomsoever necessary. Others have answered that they are 
not necessary in their units. Some employers complained that though they provide the 
workers with gloves, glasses, shoes and umbrellas they do not use them properly. The 
small scale industrialists are not averse to the adoption of the safety measures. Three 
employers have expressed their ignorance of the safety and health provisions. 
 
                                                 
20 Factory’s Act, 1948, sec. 79(1) 
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 Table 5.4 
Leave Facility 
Sr.No. Particulars No. of  
Units 
Percentage to  
Total 
1. Depending upon the need (no fixed rules) 70 46.67 
2. 3 days casual leave with pay per annum 2 1.33 
3. 12 days per annum  14 9.33 
4. 15 days per annum 5 3.33 
5. 18 days per annum 5 3.33 
6. 24 days per annum 2 1.33 
7. 30 days per annum 5 3.33 
8. As per the Act 7 4.67 
9. No leave 40 26.67 
 Total 150 100.00 
Source: Field Survey 
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 Creches: 
 Section 48 of the Factories Act. Provides for the setting up of crèches 21 in every 
factory wherein more than 50 women workers are ordinarily employed for the use of the 
children under the age of 6 years of such women. The rooms should be properly 
ventilated and kept under the care of a trained woman.  
 
Overtime wages: 
 If a worker works in a factory for more than nine hours in any day or for more 
than 48 hours in any week, he shall in respect of the overtime work be entitled to wages 
at the rate of twice his ordinary rate of wage.22 If the worker is paid on piece rate basis, 
ordinary rate of wages has to be calculated by the State Government in consultation with 
employer. Varying practices of payment of overtime wages are in vogue. The rate at 
which the overtime wages are paid varies from single rate to double the ordinary rate of 
wages. 
 Overtime wages are paid at normal time rate but not at double the ordinary wage 
rate in small scale industries. In the industries in which wages are paid on time basis 
normal piece rate is calculated and paid on time basis normal piece rate is calculated by 
taking day wages and normal expected production and pay overtime wages at that rate. 
Workers out of their ignorance and sheer anxiety to earn more do co-operate with the 
official of the labour department by bringing such cases to their notice and by helping 
                                                 
21 Public Nursery for infants 
22 Factory Act, 1948 sec. 59 (1) 
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 them to take a case against erring entrepreneurs. Workers look at the opportunity to earn 
something more but not at the wages for which they are legally entitled to. 
Other Facilities (Statutory): 
 Factories Act, 1948 provides for the adequately screened, separate and neatly 
maintained washing facilities for male and female workers (section 42), facilities for 
drying and storing of clothing not worm during the working hours (section 43), sitting 
facilities when the workers are obliged to work in the standing position and for the 
maintenance of suitable, sufficiently lighted and ventilated shelters, rest rooms and lunch 
rooms wherein more than 150 workers are employed, with provision for drinking water. 
 In any of the sampled small scale units which come under the factory sector the 
washing facilities as prescribed under the Act are not found existing. Workers use taps 
and water stored in pots for the purpose of washing and drinking. Wherever the hands get 
dirt, ex, chemical and engineering units, employees, are provided with soap for washing 
purposes. Verandas and shady trees in the premises serve the purpose of rest rooms and 
lunch rooms. 
 
Non-Statutory Welfare Measures: 
 These are the welfare measures provided by the employer voluntarily though he is 
not under an obligation under Act or Acts. 
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 Conveyance Facilities: 
 Conveyance facility to and from work place is very important to persuade the 
worker, when the work place is located at a distance from the town. Poor conveyance 
facilities lead to high rate of absenteeism and turnover, and improper time keeping. 
 In Rajkot, city bus services have not been developed well. The employers in the 
estate find it difficult to attract the workers from the town. This is more true when the 
alternative job opportunities are available in the town itself. Some entrepreneurs have 
given cycle advances to their employees but they have not stated the amount, some have 
provided bicycles to their employees. Three entrepreneurs said that they give cycle 
advances up to Rs. 600 to the reliable employees. Nine entrepreneurs replied that they 
would give such advances depending upon the need, the others answered that they do not 
provide such facility. Two industries have their bus; they collect the workers from the 
nearby village daily and leave them again at their place in the evening. 
 
Residential Accommodation: 
Shelter is next only to food and clothing in importance. In rural areas to which the 
small scale industries are spread it is very difficult to secure rented houses. In urban 
areas, though the rented houses are available they would not be within the reach of the 
poorly paid small scale industrial worker. Living in slum areas with poor lighting, 
ventilation and unhygienic surrounding would spoil the health of the worker, which in 
turn result in reduced productivity. It is a very important problem for the skilled who 
come from different distant places on request by the employer. 
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 Housing in small scale industries is generally poor. 94 workers working in 14 
units mostly as watchmen and unskilled have been provided with unfurnished residential 
accommodation either in the premises or in the vicinity. Except for the few these 
residential accommodations are thatched huts. Two people employed in one unit have 
been provided with furnished residential accommodation. 25 people employed in six 
units are paid house rent allowance at the rates ranging from Rs. 25 to Rs. 150 per month. 
However, 94 units are not providing either the residential accommodation or giving 
HRA. 
 
Educational Facilities: 
 Education is an important condition or adjunct for labour welfare. It opens up the 
prospect for economic and social uplift of the workers and his family.23 A survey of the 
educational facilities in the small scale industries reveals that neither the employers nor 
the workers realized the importance of education. No small scale industry, it seems, is 
encouraging the idea of adult education. Some of the entrepreneurs are helping the 
worker’s children in their endeavour for education. 
 One entrepreneur is maintaining a fund called “Reva Poor Students Funds” and is 
helping about six students. Employees children may also come and approach for help, but 
it appears that preference is given to the people belonging to his caste. Nine units have 
reported helping the employees’ children in the form of fees and books depending upon 
the need on discretionary basis.  
                                                 
23 Misra, K. K. Labour Welfare in Indian Industry, Menakshi Prakashan, New Delhi, 1971. P. 83 
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Festival Advances: 
 The habit of giving advances is widely prevalent among small scale industrialist. 
But there are no set rules and regulations. Practices in this regard vary widely and depend 
mostly upon the convenience of the employer need & repaying capacity of the employee 
and regularity of the employment. 
 40 (26.67 percent) units do not give festival advances to their employees. 
Whereas the others (73.33 percent) provide this facility. 11 (7.33 percent) units just 
replied that they give advance and there are no restriction as to the amount, number and 
purpose. 45 (30 percent) units said that they give festival advances to their employees 
depending upon the need and convenience. 44(29.33 percent) units give festival advances 
but put restriction on the amount to be advanced at a time. The amounts vary from very 
small amounts to one month’s salary. 
 In 12 (8.00 percent) units the condition is put on the number of festivals for which 
advances are given in a year. They give advances for two festivals in a year. One 
entrepreneur gives advance for Diwali and Janmastami only.  
 
Other Advances: 
 The practices of giving advances to the employees are popular among the small 
scale industries. The purposes vary from enticing, inducing, and holding an experienced, 
skilled person to meet the additional expenditure during festival, communal functions and 
for performing marriages. 133 (88.66 percent) units are in the habit of giving advances. 
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 The purpose for which the advance is used does not matter much to the entrepreneur. He 
simply looks into the dependability, reliability and repaying capacity of the employee to 
whom the advance is given. The amounts vary from trivial amounts like Rs. 20 to Rs. 500 
or one week’s wages to two months salary. However, this facility is discretionary, 
selective and depends upon how far they serve employer’s purpose. Some employers 
suffered losses because some workers left the concern without repaying the amount. 
Leave Travel Concession: 
 There is no provision called leave travel concession as such in any of the small 
scale industries, But some industries in which workers have come from distant places on 
the request of the employer are paid bus or railway fares to visit their native places once a 
year. 
 
Employees Co-operative stores: 
 Only one unit in which most of the workers from a neighboring native district of 
the employer are employed in skilled and supervisory cadres, has meals arrangement on 
co-operative basis. Firewood & utensils are provided by the management. Except that no 
other unit entertained the idea of maintaining co-operative stores. 
 
Library Facilities: 
 Among the units surveyed only one unit has purchased books for Rs. 300. Even 
that cannot in real sense be called a library, because they are technical books and are 
neither useful nor accessible to all the workers. One more unit purchases a few 
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 periodicals and a newspaper for use by the employees’ .widespread illiteracy among 
small industry workers is the main reason for the non-existence of library and reading 
room facilities. 
 
Other Measures (Non-statutory): 
 Other non-statutory welfare measures are multifarious in nature. An innovative 
philanthropic mind gives scope for a new measure. Workers working in saw mills get 50 
kgs. Fire wood per week per head. Dal mill workers are given 2 kgs. Dal for every 
festival. Milk is served to children accompanying the women workers in an agro-based 
unit. Once in a year, small amounts are paid as bakshis and a dinner is arranged for the 
workers.  
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 Table No. 5.5 
Labour Welfare Measures in the Small Scale  Industries 
No. Particulars  Yes No Total 
1. Provident Fund facility 32 118 150 
2. Pension facility 1 149 150 
3. Gratuity 19 131 150 
4. Employees State Insurance 
facility 
23 127 150 
5. Medical Facilities 97 53 150 
6. Residential accommodation 56 94 150 
7. Canteen and Cafeteria 6 144 150 
8. Educational facilities for 
employee’s children if any 
9 141 150 
9. Leave Travel concession  0 150 150 
10. Family pension scheme 0 150 150 
11. Employee’s co-operative stores 01 149 150 
12. Library Facilties 1 149 150 
13. Any other facilities 11 139 150 
Source : Field Survey 
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 Conclusion: 
  A careful appraisal of the welfare measures in the small scale industries reveals 
that many welfare measures are discretionary without set rules and regulations. 
Discretion gives scope for discrimination and uncertainty. Discrimination creates an ill 
feeling among the workers and ill-feeling results in unrest, defeating the main purpose for 
which they are meant, behind every non-statutory provisions for the welfare of the 
workers selfish motto of the employers to extract more and more from the workers can be 
espied. The few who provide for the welfare of the workers voluntarily, without any 
statutory compulsion are philanthropists. God fearing men. In general, the small 
industries take much from the labour and give something in the name of welfare. The cost 
of welfare is recouped by paying low wages. 
 Statutes are respected more by violating or circumventing them. Provision of size 
of employment laid down in different acts for their applicability is conveniently used by 
keeping the number of employees at less than the prescribed limit on record in 
connivance with the officialdom. Illiteracy, ignorance, penury, dispropriationate supply 
of labour help the employer a lot in his shameless endeavour to dishonour and disrespect 
the statutory provisions for the welfare of the workers. 
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 Chapter – 6 
Motivation Level of Employees in Small Scale Industries —  
 A Case Study 
INTRODUCTION: 
Abraham Lincoln, until past forty, was a failure in almost all activities he 
undertook. When asked about the change, he said, “My father taught me to work 
but did not teach me to love my work. I hit that accidentally, when I was past forty.” 
People differ not only in their ability to do but also in their ‘love to do’; this ‘love or 
will to do’ is called motivation. 
Motivation is the core of management. It is a basic function of every manager to 
motivate his subordinates or to create the “will to work” among them. It should also be 
remembered that a worker may be immensely capable of doing some work, but nothing 
can be achieved if he is not willing to work. Creation of a ‘will to work’ is motivation in 
simple but true sense of the term. 
The purpose of motivation is to create conditions in which people are willing to 
work with zeal, initiative, interest and enthusiasm, with a sense of responsibility, loyalty 
and discipline, so that the goals of an organisation are achieved effectively. Motivational 
techniques are utilized to stimulate employee growth. Some managers try to motivate 
employee through the use of rewards, punishments and formal authority. But, motivation 
is much more complicated than that. It involves ideas of family, team work, growth, 
learning, salary, other benefits, and the like. 
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Characteristics of Motivation: 
 Motivation is a momentum for doing something which may originate ‘within’ or 
‘beyond’ an individual. It is an urge to accomplish a task. 
 Motivation is an inner state that energizes, activates, or moves and that directs or 
channels behaviour towards goals. 
 Motivation is an internal psychological process which is not directly observable. 
Motivation cannot be seen but can only be inferred from behaviour. 
 Motivation directs behaviour towards some goal, work or action. It influences 
human behaviour to perform. It creates work orientation on the part of 
individuals. 
 Positive motivation is based on rewards, praise, pride, participation and growth. 
Negative motivation, on the other hand, is based on force of fear and punishment. 
 Motivation is a complex process, and an individual phenomenon. No two people 
are a like. People are motivated or unmotivated for very different reasons. 
 Humans are not consciously aware of all their desires. People cannot always 
verbalize their motivation to attain certain goals. 
Motivational techniques are utilized to stimulate employee growth. This was 
indicated by Clarence Francis when he was Chairman of General Foods. He said, “You 
can buy a man’s time, you can buy a man’s physical presence at a given place; you 
can even buy a measured number of skilled muscular motions per hour or day; but 
you cannot buy enthusiasm. You can not buy initiative; you cannot buy loyalty; you 
can not buy devotion of hearts, minds and souls. You have to earn these things.” 
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 Concepts of Motivation: 
 The term motivation originates from the Latin word ‘movere’, which means ‘to 
move’; Human motives are internalized goals within individuals. As Berelson and Steiner 
state: “A motive is an inner state that energizes, activates, or moves and directs or 
channels behaviour towards goals.”1
 Performance results from the interaction of physical, financial and human 
resources. The first two are inanimate; they are translated into “productivity” only when 
the human element is introduced. However the human element interjects a variable over 
which a management has limited control. When dealing with the inanimate factors of 
production, a management can accurately predict the input-output relationship and can 
even vary the factor it chooses in order to achieve a desired rate of production. In dealing 
with employees, however, an intangible factor of will, freedom of choice is introduced, 
and workers can increase or decrease their productivity as they choose. This human 
quality gives rise to the need for positive motivation. 
In fact, the level of the performance of an employee is a function of his abilities 
and motivation. The first determines what he can do, the second determines what he will 
do. Where there is a strong positive motivation, the employee’s output increases; but 
where it is negative or a weak positive motivation, his performance level is low. One of 
the key elements in human resource management is motivation; “It is the core of 
management which shows that every human being earnestly seeks a secure, friendly and 
supportive relationship which gives him a sense of worth in face-to-face groups which 
                                                 
1 Berlson, Bernard and Gary A. Steiner, Human Behaviour : An Inventory of scientific Findings, Harcourt 
Brace & World, Inc. New York, 1964, P. 240 
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 are most important to him….. A supervisor should strive to treat individuals with dignity 
and recognition of their personal worth.” 2
 
Theories of Motivation 
 Considerable research has been carried out and a number of theories, on what 
motivates people, have been propounded. These theories try to provide an explanation of 
action outcome relationship and can be summarized as under  
                                                 
2 Likert, Rensis, Motivation : The Core of Management, American Management Association, Personnel 
series, No.  155, 1933, P. 16. 
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 Summary of Motivation Theories: 
No. Name of Theory Major Motivating issues / concepts 
1. Psychoanalytic Theory Institutional drive; self preservation, Ego, 
Nirvan Principle / Pleasure Principle, 
Anxiety, Guilt / Shame dreed, 
2. Instinct Theory Instinct / propensity, sentiments, Emotional 
association. 
3. Need Theory Multiple need and hierarchy of Deficiency 
being and unified motivational orientation. 
4. Two factor Theory Hygiene, factor, Motivation factor. 
5. Drive Theory Drive stimuli, incentives, functional 
anticipatory goal responses, Drives, 
Frustration, tendency to act, Habit, Reactive, 
Inhibition, Conditioned Inhibition goal 
conflicts. 
6. Field theory Need, Quasi need, Valence Goal conflict, 
level of inspiration potency, Tension and 
frustration, psychological distance life space.
7. Actualization theory Actualizing tendency, need for positive 
regards and need for positive self regard, 
organisinc value. Emotional association with 
successful need fulfillment of thriving 
towards actualization conditional and 
unconditional positive regard. 
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 No. Name of Theory Major Motivating issues / concepts 
8. Cognitive theory Need for maintenance, consistency or 
avoidance incongruity tension. 
9. Optimum level theory Optimum level of Arousal stimulation and 
incongruity 
10. Equity theory Need to maintain equity, avoid inequity, guilt 
and anger 
11. Operant learning theory Environment contingencies schedule & 
reinforcement, Respondent behaviour 
operant behaviour discrimination and 
generalization behaviour shaping. 
12. Social learning theory Need value and need potential expectancy 
and locus of control behaviour potentiality. 
13. Expectancy value theory 
of achievement 
motivation 
Need for achievement, other unconscious 
motives, systems, incentives, incentives 
value, expectancy for success or failure, 
hope of success and fear for success, 
motivational tendency instigating, and 
inhibition forces. 
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No. Name of Theory Major Motivating issues / concepts 
14. Expectancy Theory of 
work motivation 
Valence and value expectancy 
instrumentality, forces, skill and ability, Role 
perception 
15. Theory of Action control Value / Valence, goal relevance, wishes 
wants and intentions, action and control, 
action v/s state of orientation. 
16. Theory of reasoned 
action 
Behavioural attitude, behavioral beliefs, 
behavioral expectation and intention 
normative beliefs. 
17. Differential emotion 
theory 
Emotions and qualitatively distinct emption 
patterns 
18. Casual attribution theory 
of motivation and 
emotions 
General desire for understanding and 
mastery, casual attribution for success and 
failure beliefs about the locus stability, 
globality and controllability of causes for 
success and failure attribution specific 
emotional consequences. 
19. Personal causation 
theory 
General desire of agency, intrinsic v/s 
extrinsic motivation personal causation / 
agency. 
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No. Name of Theory Major Motivating issues / concepts 
20. Effectivance Motivational 
theory 
General desire to explore and master one’s 
environment, optimum challenges, sense of 
personal efficiency competence, mastery, 
personal inefficiency, feeling of pleasure of 
anxiety. 
21. Optimum Experience 
theory 
Intrinsic motivation, sense of personal 
control and effectiveness, enjoyment and 
pleasure. 
22. Self Determination theory Innate need to maintain a sense of self 
determination, innate need maintain a sense 
of personal competence optimum 
challenges, autonomous orientation control 
orientation, impersonal orientation, External 
v/s internal information for control. 
23. Theory of personal 
investment. 
Personal incentives, personal investment, 
sense of personal competence, perceived 
options for investment, Emphasis on 
distribution rather than availability of 
resources, Influetion of social and 
organisation expectations. 
24. Self efficiency theory 
Bandura 
Goals / incentive, intention, proximal 
subgoal, Internal standard self efficiency 
expectancies, behaviour outcome collective 
efficiency optimum challenges. 
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 No. Name of Theory Major Motivating issue / concepts 
25. Goal setting Theory Goal commitment expectancies for success 
and failure. / Self efficiency , job satisfaction, 
High performance. 
26. Goal orientation theories. Goal orientation and positive association 
27. Idiographic theories. Goal direction and activity. Goal duration 
personal goal and priority, deep satisfaction, 
dissatisfaction, pride, guilt, excitement, 
anxiety. 
28. Control system theory. Reference criteria / internal standard goals, 
goal error, sensitivity, feed forward 
expectation, perspectual input, behaviour 
output, Negative feedback, positive feed. 
29. Motivational system 
theory 
Personal goal monarches, goal and goal 
content, goal setting process, emotional 
arousal processes, personal agency, 
capability, Behavioural episode. 
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  There are a whole range of theories and beliefs about what motivates people in 
organisations. In regards to almost all the theories proposed there is evidence both for and 
against. On the whole there is no consensus about motivation. The motivating process 
centers on need, which produce motives that lead to the accomplishment of objectives. 
The types of rewards that an organisation offers its employees play a crucial role in 
determining the level of motivation. Employees can be motivated, both as individuals and 
members of groups. Although each of the basic motivation theories may appear to be 
different, most are not in conflict but rather deal with a different segment of the overall 
motivational process or the same segment from different perspectives. 
 
Motivation level of employees in Small Scale Industries – A Case study: 
 One of the most important concerns of a manager to motivate people to make 
their optimum contribution to the achievement of organizational goals. Therefore, it 
becomes important for him to understand what motivates people to behave as they do. 
Some human behaviour is random and consist of emotions and reflexes, most of it is goal 
directed in the sense that it is aimed at the satisfaction of some need. Since the needs of 
the employees and the organisation are not always the same, the manager can better 
integrate these two sets of needs by gaining an insight into the needs of his employees 
and then channelise them in the direction of organizational needs. The present case study 
is an attempt in this direction intended to examine the “Motivation level of employees in 
small scale industries”. 
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Objectives of the study: 
 To study the motivation level of employees of small scale industries. 
 To study the motivation level of employees of small scale industries and its 
association with gender. 
 To study the motivation level of employees of small scale industries and its 
association with educational qualifications. 
 To study the motivation level of employees of small scale industries and its 
association with marital status. 
 To make suggestions for better motivation of employees of small scale industries. 
 
Limitations of the study: 
1. The study has not covered all the units of the population. 
2. The study is related to the Rajkot G.I.D.C. only. It does not cover even the other 
region of the saurashtra area. 
 
Hypothesis of the study: 
1. Hypothesis for testing the overall motivation levels of married and 
unmarried employees of the SSIs. 
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  Null Hypothesis: There is no significant difference in the motivation levels of the 
married and unmarried employees of the SSIs. 
 H(0) : μMarried = μUnmarried 
 Alternate Hypothesis: There exists a significant difference in the motivation 
levels of the married and unmarried employees of the SSIs. 
 H(a) : μMarried  ≠ μUnmarried  
2. Hypothesis for testing the Motivation levels of employees having different 
qualifications 
 Null Hypothesis: There is no significant difference in the motivation levels of the 
employees having different qualifications. 
 H(0) : μPG = μGraduate = μUndergraduate = μilliterate 
 Alternate Hypothesis: There exists a significant difference in the motivation 
levels of the employees having different qualifications.  
 H (a): μPG  ≠ μGraduate  ≠ μU.G.  Illiterate 
3. Hypothesis for testing the Motivation levels of male & female employees 
 Null Hypothesis: There is no significant difference in the motivation levels of the 
male & female employees. 
 H (0): μMale = μFemale 
 Alternate Hypothesis: There exists a significant difference in the motivation 
levels of the male & female employees.  
 H(a) : μmale  ≠ μfemale 
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 4. Hypothesis for testing the Motivation levels of employees having different 
Designations 
 Null Hypothesis: There is no significant difference in the motivation levels of the 
employees having different designations. 
 H(0) : μExecutive = μNonexecutive = μLabourer 
 Alternate Hypothesis: There exists a significant difference in the motivation 
levels of the employees having different designations.  
 H (a): ≠ μExecutives  ≠ μNonexecutives  ≠ μLabourers 
 
General Profile of Sampled employees of SSI: 
 The present study relating to the motivation level of employees of SSI is based on 
empirical analysis. Required data is obtained from the registered small scale industrial 
units with The District Industrial Centre Rajkot. The samples have been taken on the 
basis of simple random sampling method. A systematic record of small scale industries in 
Rajkot district does not exist. Many small scale industries are operating without 
registration as registration of small scale industries is not compulsory. No information is 
obtained from such units. The present study is therefore, confined to these small scale 
units which are registered with District Industries Centre, Rajkot by the end of March, 
2004. 
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 Table 6.1 
Category wise employees in SSI 
Category No. of Employees % 
Executives 30 19.61 
Non-Executives 45 29.41 
Labourers 78 50.98 
Total 153 100 
  
This study is based on a sample survey of 153 employees of 150 sampled SSI 
units of Rajkot G.I.D.C. out of the 153 sampled employees 30 were executives, 45 were 
non-executives and 78 were labourers. Thus, roughly 20% of the sampled employees 
consist of executives, 29% non-executives and 51% labourers. Category is one of the 
important factors that affect the motivation. Higher category holds greater responsibility, 
authority, control and pay. It can be assumed that the employees at higher level work 
hard with greater responsibility, authority, challenges and threat; rather than employees at 
the lower level. It can also be assumed that the motivation for reaching the higher 
position for the people who are at the executive category would be greater than the 
employees at the lower level. As such the study to trace out the relationship between 
category and motivation would be interesting. 
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 Table 6.2 
Education wise employees in SSI 
Education No. of Employees % 
Post Graduate 32 20.92 
Graduate 41 26.80 
Under Graduate 59 38.56 
Illiterate 21 13.72 
Total 153 100 
 
 Education is also an important factor in determining the quality of work and 
performance. According to M. S. Saiyadain, “Seven out of nine persons reviewed here 
have conducted themselves with the relationship between education and job satisfaction”. 
Moreover, it is right to assume that more educated would be more frustrated in routine 
job. As such, it is assumed that motivation is positively or negatively related with 
education. 
 Table no. 6.2 shows an educational qualification on of the sampled employees. 
According to the table 21% belong to post graduation, 27% to graduation, 38% to under 
graduation and 14% are illiterate. 
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32
41
59
2120.92
26.8
38.56
13.72
0
10
20
30
40
50
60
70
Post Graduate Graduate Under Graduate Illiterate
No. of Employees Percentage
 
 
 
 
 
 
 
 
 
 
 
 216
 Table 6.3 
Education and Category wise employees in SSI 
No. of Employees 
Executives Non-Executives Lab Total Education 
No. % No. % No. % No. % 
PG 28 93.33 04 8.89 - - 32 20.91
G 02 6.67 33 73.33 06 7.69 41 26.80
UG - - 08 17.78 51 65.38 59 38.56
Ill - - - - 21 26.93 21 13.73
Total 30 100 45 100 78 100 153 100 
 
 As per table no. 6.3 among executives, 93.33% belong to post graduation (PG) 
and 6.67% to graduation (G). In non-executives category 8.89% belong to post 
graduation, 73.33% belong to graduation and 17.78% to under graduation (UG) whereas 
in Labourers category 7.69% belong to graduation, 65.38% to under graduation and 
26.93% are illiterate (ill) 
 Marital status is also an important phenomenon to study motivation. Generally, 
one would assume that with increasing responsibility placed on married individuals, the 
employees value their jobs little more than unmarried employees. Money motivates 
married employees not only because it satisfies physiological needs but it is also 
instrumental in satisfying ego needs of status, power, achievement etc. 
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 Table 6.4 
Marital Status wise employees in SSI 
Marital Status No. of Employees % 
Married 120 78.43 
Unmarried 33 21.57 
Total 153 100 
  
 Table no. 6.4 reveals data of marital status of sampled employees. Out of 153 
employees 120 were married and 33 were unmarried. Thus, roughly 78% of the sampled 
employees were married and 22% were unmarried. 
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 Table 6.5 
Marital status and Category of employees  
No. of Employees 
Executives Non-Executives Lab Total 
Marital 
Status 
No. % No. % No. % No. % 
Married 27 90 38 84.44 55 70.51 120 78.43
Unmarried 03 10 07 15.56 23 29.49 33 21.57
Total 30 100 45 100 78 100 153 100 
 
 Table no. 6.5 shows marital status and category. In executive category 90% were 
married and 3% were unmarried. In nonexecutive category 84.44% were married and 
15.56% were unmarried. Whereas in labourers category 70.51% were married and 
29.49% were unmarried. 
 Gender is also considered as an important factor which influences motivation, 
level of employees. One can assume that motivation level of male employees would be 
greater than of female employees because male employees have high need for 
achievement, power and status. 
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90
10
84.44
15.56
70.51
29.49
0
50
100
150
200
250
300
Married Unmarried
No. of Employees Executives % No. of Employees Non-Executives % No. of Employees Lab %
 
 
 
 
 
 
 
 
 
 
 
 222
 Table 6.6 
Gender wise employees in SSI 
Gender No. of Employees % 
Male 115 75.16 
Female 38 24.84 
Total 153 100 
 
 Table no. 6.6 shows gender wise employees in SSI. Out of 153 employees 115 
were male & 38 were female. According to the table roughly, 75% were male and 25% 
were female. 
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Table 6.7 
Gender and Category of employees  
No. of Employees 
Executives Non-Executives Lab Total Gender 
No. % No. % No. % No. % 
Male 25 83.34 35 77.78 55 70.51 115 75.16
Female 05 16.67 10 22.22 23 29.49 38 24.84
Total 30 100 45 100 78 100 153 100 
 
Table no. 6.7 reveals gender and category. In executive category 83.34% were 
male and 16.67% were female and in nonexecutive category 77.78% were male and 
22.22% were female. Whereas in labourers 70.51% were male and 29.49% were female. 
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 Analysis of Motivation: 
 Shartle defines motivation as, “a reported urge or tension to move in a given 
direction to achieve a certain goal”.3 Motivation is a general term that applies to the 
entire class of energy, drive, tension and similar forces. When a person feels some need, 
he feels motivation or urge to seek its gratification. Needs cause tension, which in turn 
leads to effort, and effort brings about satisfaction, thus terminating the tension and need. 
If need is not satisfied as a result of effort and continues to cause tension, the individual 
either makes repeated efforts, or changes the direction of effort, or substitutes one need 
for another. 
 This case study deals with the survey of motivation levels, on various 
motivational aspects, of the employees of SSI units of Rajkot G.I.D.C. As we know, there 
are many factors that influence one in his work, certain factors motivating him to perform 
better and certain factors having the effect of demotivation in one’s work. I have selected 
three aspects for assessing the motivation level of the employees of SSI units i.e. (1) Job 
satisfaction (2) Reward motivation and (3) Personal touch and motivation. Therefore, in 
the questionnaire prepared for surveying the employees of the sampled units, the 
following 20 statements were used to get responses for motivation of the SSI employees. 
The motivation levels of the employees were measured on a five-point scale. After 
getting the questionnaire filled up by the employees. 
 
 
                                                 
3 Caroll Shartle, Executive Performance and Leadership (Englewood cliffs, N. J. Prentice-Hall, Inc., 1956), 
P. 191 
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 TABLE 6.8 
MOTIVATIONAL ASPECT (OVERALL) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           36 41 42 29 5
2 My work is challenging 28 44 48 27 6
3 I would like to get feedback about my performances 27 43 44 31 8
4 I would like to develop skills 29 44 47 26 7
5 I would like to take responsibility 57 39 43 14 0
6 The award gives me a sense of  achievement 48 47 51 6 1
7 The award / recognition motivates me to work harder 31 44 54 18 6
8 Awards elevate my status in society 46 51 48 7 1
9 
 The organization has recognized my services by giving the
awards 33 50 55 12 3
10 Awards are strictly given on the basis of one’s performance 23 46 61 17 6
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 43 51 49 8 2
12 
The  example  set  by  my  top manager encourages  me
to work hard 44 49 50 9 1
13 My  supervisors provide technical support to me 29 48 57 18 1
14 My  supervisors give personal support in times of difficulties 49 55 40 6 3
15 
The top manager understands my problems and sincerely
solves them 36 54 46 13 4
16 I am able to approach my superior officers easily 32 53 48 17 3
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 35 50 52 14 2
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 48 47 46 9 3
19 I have full faith in my superiors 62 44 42 5 0
20 
The leadership which I get from superiors encourages me
to put up good performance 46 43 52 11 1
A. TOTAL 782 943 975 297 63
B. AVERAGE  39.5 47.15 48.75 14.85 3.15
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 195.5 188.6 146.25 29.70 3.15
E. GRAND AVERAGE 3.68 
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TABLE 6.9 
MOTIVATIONAL ASPECT (EXECUTIVES) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           8 11 6 5 0
2 My work is challenging 10 8 5 6 1
3 I would like to get feedback about my performances 12 5 8 3 2
4 I would like to develop skills 9 8 4 6 3
5 I would like to take responsibility 17 9 2 2 0
6 The award gives me a sense of  achievement 15 7 3 4 1
7 The award / recognition motivates me to work harder 12 9 5 3 1
8 Awards elevate my status in society 9 8 9 4 0
9 
 The organization has recognized my services by giving the
awards 11 7 6 4 2
10 Awards are strictly given on the basis of one’s performance 13 6 6 3 2
11 
The head of the division takes   personal interest in  the 
welfare  of  the employees 9 7 10 3 1
12 
The  example  set  by  my  top manager encourages  me
to work hard 7 10 9 3 1
13 My  supervisors provide technical support to me 9 8 8 4 1
14 My  supervisors give personal support in times of difficulties 6 8 11 4 1
15 
The top manager understands my problems and sincerely
solves them 12 8 5 4 1
16 I am able to approach my superior officers easily 6 10 7 5 2
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 6 11 6 6 1
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 12 10 6 1 1
19 I have full faith in my superiors 7 16 3 4 0
20 
The leadership which I get from superiors encourages me 
to put up good performance 12 13 4 1 0
A. TOTAL 202 179 123 75 21
B. AVERAGE  10.1 8.95 6.15 3.75 1.05
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 50.5 35.8 18.45 7.5 1.05
E. GRAND AVERAGE 3.78   
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TABLE 6.10 
MOTIVATIONAL ASPECT (NON-EXECUTIVE 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work  10 9 15 9 2
2 My work is challenging 12 15 12 3 3
3 I would like to get feedback about my performances 13 17 9 5 1
4 I would like to develop skills 12 14 11 4 4
5 I would like to take responsibility 13 18 10 4 0
6 The award gives me a sense of  achievement 11 20 12 2 0
7 The award / recognition motivates me to work harder 14 19 11 1 0
8 Awards elevate my status in society 19 14 8 3 1
9 
 The organization has recognized my services by giving the 
awards 16 15 7 6 1
10 Awards are strictly given on the basis of one’s performance 8 16 9 8 4
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 13 11 15 5 1
12 
The  example  set  by  my  top manager encourages  me 
to work hard 11 14 14 6 0
13 My  supervisors provide technical support to me 10 15 13 7 0
14 My  supervisors give personal support in times of difficulties 22 12 7 2 2
15 
The top manager understands my problems and sincerely
solves them 18 15 8 2 2
16 I am able to approach my superior officers easily 16 14 7 7 1
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 15 16 9 4 1
18 
 Sympathetic and caring attitude of top management 
motivates me to work harder 21 14 5 3 2
19 I have full faith in my superiors 23 15 7 0 0
20 
The leadership which I get from superiors encourages me
to put up good performance 19 13 9 3 1
A. TOTAL 296 296 198 84 26
B. AVERAGE  14.8 14.8 9.9 4.2 1.3
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 74 59.2 29.7 8.4 1.3
E. GRAND AVERAGE 3.84 
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TABLE 6.11 
MOTIVATIONAL ASPECT (LABOURERS) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           18 21 21 15 3
2 My work is challenging 6 21 31 18 2
3 I would like to get feedback about my performances 2 21 27 23 5
4 I would like to develop skills 8 22 32 16 0
5 I would like to take responsibility 27 12 31 8 0
6 The award gives me a sense of  achievement 22 20 36 0 0
7 The award / recognition motivates me to work harder 5 16 38 14 5
8 Awards elevate my status in society 18 29 31 0 0
9 
 The organization has recognized my services by giving the
awards 6 28 42 2 0
10 Awards are strictly given on the basis of one’s performance 2 24 46 6 0
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 21 33 24 0 0
12 
The  example  set  by  my  top manager encourages  me
to work hard 26 25 27 0 0
13 My  supervisors provide technical support to me 10 25 36 7 0
14 My  supervisors give personal support in times of difficulties 21 35 22 0 0
15 
The top manager understands my problems and sincerely
solves them 6 31 33 7 1
16 I am able to approach my superior officers easily 10 29 34 5 0
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 14 23 37 4 0
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 15 23 35 5 0
19 I have full faith in my superiors 32 13 32 1 0
20 
The leadership which I get from superiors encourages me
to put up good performance 15 17 39 7 0
A. TOTAL 284 468 654 138 16
B. AVERAGE  14.2 23.4 32.7 6.9 0.8
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 71 93.6 98.1 13.8 0.8
E. GRAND AVERAGE 3.56 
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 Motivation and Category of employees: 
 The summary of the overall motivation scores obtained by the employee of 
sampled units is given in the table 6.8 to table 6.19. In these tables, only the summary of 
the scores and the average scores is given. The details of the options exercised for every 
question by the employee surveyed are enclosed in the Appendix - 4 attached. The 
questionnaire contained 20 questions and each question carried maximum 5 marks; 
therefore, hypothetically the maximum marks that an individual employee can obtain is 
(20×5) = 100. 
 From the data in table 6.8, it is observed that the overall average score obtained 
on the five-point scale is 3.68. It was found that on an average 39 employees strongly 
agreed while 47 employees showed their average agreement, 49 remained neutral, 15 
disagreed and 3 strongly disagreed. Overall average score, 3.68 which shows an average 
of employees motivated for the job. This is obvious from the table that those who are 
either not satisfied or remain neutral. Obtain maximum points on the scale up to three 
only. This was based on the fact that those who did not feel motivated disagreed or 
strongly disagreed or remained neutral to the statements. When the analysis is made 
separately for the executives, non-executives and labourers, the corresponding results are 
as follows. 
 For executives 10 strongly agreed, 9 averagely agreed, 6 remain neural and 4 
disagreed while 01 strongly disagreed on an average to all the 20 statements 
administering to them. The average score point of the executives amounted to 3.78 on 5 
point scale as such in the result for executives also corresponds to the result drawn for all 
the sample employees. 
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  With regard to non-executives 15 strongly agreed, 15 averagely agreed, 10 
remained neutral while 4 disagreed and 01 strongly disagreed respectively on an average 
to all the 20 statements, regarding the motivational aspects. In this, regard the average 
score point was found 3.84 which again corresponds to the overall conclusion drawn for 
all the sampled employees. 
 For labourers 14 strongly agreed, 23  averagely agreed, 33 remained neutral and 7 
disagreed while 01 strongly disagreed on an average to all the 20 statements asked. From 
the table 6.11 it is noticed that the average score was found 3.56 which again corresponds 
to the overall conclusion drawn for the sampled employees. 
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TABLE 6.12 
MOTIVATIONAL ASPECT (POST GRADUATE) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           10 9 6 5 2
2 My work is challenging 12 8 5 4 3
3 I would like to get feedback about my performances 10 9 8 3 2
4 I would like to develop skills 8 12 4 6 2
5 I would like to take responsibility 19 9 2 2 0
6 The award gives me a sense of  achievement 16 6 3 6 1
7 The award / recognition motivates me to work harder 13 10 6 2 1
8 Awards elevate my status in society 8 10 9 5 0
9 
 The organization has recognized my services by giving the
awards 14 7 5 4 2
10 Awards are strictly given on the basis of one’s performance 12 6 5 3 6
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 11 7 8 4 2
12 
The  example  set  by  my  top manager encourages  me
to work hard 7 10 11 3 1
13 My  supervisors provide technical support to me 9 12 6 4 1
14 My  supervisors give personal support in times of difficulties 8 8 11 4 1
15 
The top manager understands my problems and sincerely
solves them 14 6 5 5 2
16 I am able to approach my superior officers easily 4 12 8 6 2
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 8 10 7 6 1
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 12 12 6 1 1
19 I have full faith in my superiors 7 18 3 4 0
20 
The leadership which I get from superiors encourages me
to put up good performance 12 13 5 2 0
A. TOTAL 214 194 123 79 30
B. AVERAGE  10.7 9.7 6.15 3.95 1.5
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 53.5 38.8 18.45 7.9 1.5
E. GRAND AVERAGE 3.75 
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TABLE 6.13 
MOTIVATIONAL ASPECT (GRADUATE) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           8 14 12 7 0
2 My work is challenging 12 10 12 6 1
3 I would like to get feedback about my performances 12 19 9 1 0
4 I would like to develop skills 8 7 11 10 5
5 I would like to take responsibility 12 18 11 0 0
6 The award gives me a sense of  achievement 11 16 14 0 0
7 The award / recognition motivates me to work harder 18 10 10 2 1
8 Awards elevate my status in society 14 12 13 2 0
9 
 The organization has recognized my services by giving the
awards 13 13 8 6 1
10 Awards are strictly given on the basis of one’s performance 9 13 8 11 0
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 8 8 21 4 0
12 
The  example  set  by  my  top manager encourages  me
to work hard 14 15 9 3 0
13 My  supervisors provide technical support to me 13 12 15 1 0
14 My  supervisors give personal support in times of difficulties 18 13 6 2 2
15 
The top manager understands my problems and sincerely
solves them 13 16 10 1 1
16 I am able to approach my superior officers easily 16 12 7 5 1
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work 
harder 12 16 8 4 1
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 19 8 4 8 2
19 I have full faith in my superiors 18 14 9 0 0
20 
The leadership which I get from superiors encourages me
to put up good performance 20 8 7 5 1
A. TOTAL 268 254 204 78 16
B. AVERAGE  13.4 12.7 10.2 3.9 0.8
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 67 50.8 30.6 7.8 0.8
E. GRAND AVERAGE 3.83 
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TABLE 6.14 
MOTIVATIONAL ASPECT (UNDER GRADUATE) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           14 5 23 17 0
2 My work is challenging 4 26 20 7 2
3 I would like to get feedback about my performances 5 7 19 22 6
4 I would like to develop skills 13 25 11 10 0
5 I would like to take responsibility 11 6 30 12 0
6 The award gives me a sense of  achievement 21 14 24 0 0
7 The award / recognition motivates me to work harder 0 24 24 7 4
8 Awards elevate my status in society 18 14 26 0 1
9 
 The organization has recognized my services by giving the
awards 0 24 33 2 0
10 Awards are strictly given on the basis of one’s performance 2 15 39 3 0
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 18 28 13 0 0
12 
The  example  set  by  my  top manager encourages  me 
to work hard 19 17 20 3 0
13 My  supervisors provide technical support to me 7 11 28 13 0
14 My  supervisors give personal support in times of difficulties 10 33 16 0 0
15 
The top manager understands my problems and sincerely
solves them 9 11 31 7 1
16 I am able to approach my superior officers easily 12 20 21 6 0
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 15 24 19 1 0
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 17 27 15 0 0
19 I have full faith in my superiors 25 12 22 0 0
20 
The leadership which I get from superiors encourages me
to put up good performance 8 22 28 1 0
A. TOTAL 228 365 462 111 14
B. AVERAGE  11.4 18.25 23.1 5.55 0.7
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 57 73 69.3 11.1 0.7
E. GRAND AVERAGE 3.58 
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TABLE 6.15 
MOTIVATIONAL ASPECT (ILLITERATE) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           4 13 1 0 3
2 My work is challenging 0 0 11 10 0
3 I would like to get feedback about my performances 0 8 8 5 0
4 I would like to develop skills 0 0 21 0 0
5 I would like to take responsibility 15 6 0 0 0
6 The award gives me a sense of  achievement 0 11 10 0 0
7 The award / recognition motivates me to work harder 0 0 14 7 0
8 Awards elevate my status in society 6 15 0 0 0
9 
 The organization has recognized my services by giving the
awards 6 6 9 0 0
10 Awards are strictly given on the basis of one’s performance 0 12 9 0 0
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 6 8 7 0 0
12 
The  example  set  by  my  top manager encourages  me
to work hard 4 7 10 0 0
13 My  supervisors provide technical support to me 0 13 8 0 0
14 My  supervisors give personal support in times of difficulties 13 1 7 0 0
15 
The top manager understands my problems and sincerely
solves them 0 21 0 0 0
16 I am able to approach my superior officers easily 0 9 12 0 0
17 
That I can express my problems to my seniors directly and 
seek redressal from management motivates me to work
harder 0 0 18 3 0
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 0 0 21 0 0
19 I have full faith in my superiors 12 0 8 1 0
20 
The leadership which I get from superiors encourages me
to put up good performance 6 0 12 3 0
A. TOTAL 72 130 186 29 3
B. AVERAGE  3.6 6.5 9.3 1.45 0.15
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 18 26 27.9 2.9 0.15
E. GRAND AVERAGE 3.57 
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 The researcher also made an attempt to know the average scores of motivation on 
five point scale for all 20 statements taken together and separately for the post graduates, 
graduates, undergraduates and illiterate employees. As per the data shown in table 6.12, 
6.13, 6.14, 6.15. 
As per the table no. 6.12, 11 post graduates strongly agreed, 10 averagely agreed, 
6 remained neutral 4 disagreed and 02 strongly disagreed for the motivational aspects. 
The way of average scores point of employees was found 3.75 which shows on an 
average motivation scores of sampled post graduates employees. As per table no. 6.13, 13 
graduates strongly agreed, 13 averagely agreed, 10 remained neutral while 4 disagreed 
and 01 strongly disagreed. The way of average scores point of employees was found 3.83 
which shows on an average motivation scores of sampled post graduates employees.  
From the table no. 6.14 it is noticed that 11 under graduates strongly agreed, 18 averagely 
agreed, 23 remain neutral 06 disagreed and 01 strongly disagreed. The way of average 
scores point of employees was found 3.58 which shows on an average motivation of 
under graduates employees.  Now as per table no. 6.15 04 illiterate employees strongly 
agreed, 07 averagely agreed, 09 remained neutral & 01 disagreed. The way of average 
scores point of illiterate employees was found 3.57. 
 On the basis of the above detail the average score point on a 5 point scale for all 
motivational aspects for the post graduates, graduates, undergraduates and illiterate 
sampled employees were 3.75, 3.83, 3.58 and 3.57. respectively. Accordingly it may be 
inferred that all the sub groups of sampled employees on the basis of their educational 
qualifications are found motivated as their scores point were higher than the scores point 
three, up to which the employees might be either remaining neutral as were not duly 
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 motivated. However, as per the figures it is very right to be said that the higher level of 
education may help employees for getting more degree of motivation, it is noticed from 
the above tables that the highest average score of motivation was found 3.83 in the case 
of graduate employees. 
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 TABLE 6.16 
MOTIVATIONAL ASPECT (MALE) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           32 29 30 21 3
2 My work is challenging 18 40 40 11 6
3 I would like to get feedback about my performances 24 34 26 23 8
4 I would like to develop skills 29 34 30 18 4
5 I would like to take responsibility 26 33 43 13 0
6 The award gives me a sense of  achievement 36 33 40 5 1
7 The award / recognition motivates me to work harder 31 30 50 4 0
8 Awards elevate my status in society 16 46 48 4 1
9 
 The organization has recognized my services by giving the
awards 24 35 41 12 3
10 Awards are strictly given on the basis of one’s performance 23 23 54 12 3
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 25 40 44 5 1
12 
The  example  set  by  my  top manager encourages  me
to work hard 39 38 28 9 1
13 My  supervisors provide technical support to me 29 16 52 17 1
14 My  supervisors give personal support in times of difficulties 34 54 18 6 3
15 
The top manager understands my problems and sincerely
solves them 33 30 40 10 2
16 I am able to approach my superior officers easily 31 49 25 7 3
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 25 45 33 10 2
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 42 43 21 7 2
19 I have full faith in my superiors 50 38 26 1 0
20 
The leadership which I get from superiors encourages me
to put up good performance 24 43 37 10 1
A. TOTAL 591 733 726 205 45
B. AVERAGE  29.55 36.65 36.3 10.25 2.25
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 147.75 146.6 108.9 20.5 2.25
E. GRAND AVERAGE 3.70 
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 TABLE 6.17 
MOTIVATIONAL ASPECT (FEMALE) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           4 12 12 8 2
2 My work is challenging 10 4 8 16 0
3 I would like to get feedback about my performances 3 9 18 8 0
4 I would like to develop skills 0 10 17 8 3
5 I would like to take responsibility 31 6 0 1 0
6 The award gives me a sense of  achievement 12 14 11 1 0
7 The award / recognition motivates me to work harder 0 14 4 14 6
8 Awards elevate my status in society 30 5 0 3 0
9 
 The organization has recognized my services by giving the
awards 9 15 14 0 0
10 Awards are strictly given on the basis of one’s performance 0 23 7 5 3
11 
The head of the division takes   personal interest in  the 
welfare  of  the employees 18 11 5 3 1
12 
The  example  set  by  my  top manager encourages  me
to work hard 5 11 22 0 0
13 My  supervisors provide technical support to me 0 32 5 1 0
14 My  supervisors give personal support in times of difficulties 15 1 22 0 0
15 
The top manager understands my problems and sincerely
solves them 3 24 6 3 2
16 I am able to approach my superior officers easily 1 4 23 10 0
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 10 5 19 4 0
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 6 4 25 2 1
19 I have full faith in my superiors 12 6 16 4 0
20 
The leadership which I get from superiors encourages me 
to put up good performance 22 0 15 1 0
A. TOTAL 191 210 249 92 18
B. AVERAGE  9.55 10.5 12.45 4.6 0.9
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 47.75 42 37.35 9.2 0.9
E. GRAND AVERAGE 3.61 
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 From the table 6.16 it is noticed that the overall average score obtained on the 
five-point scale is 3.70. It was found that on an average 30 employees strongly agreed, 37 
averagely agreed, 36 remained neutral, 10 disagreed and 02 employees strongly 
disagreed. 
As per table, no. 6.17 on an average 09 employees strongly agreed, 10 averagely 
agreed, 13 remained neutral, 05 disagreed and 01 employee strongly disagreed. The 
overall average score obtained is 3.61 
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 TABLE 6.18 
MOTIVATIONAL ASPECT (MARRIED) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           19 39 41 21 0
2 My work is challenging 25 34 39 21 1
3 I would like to get feedback about my performances 25 28 34 26 7
4 I would like to develop skills 28 30 29 26 7
5 I would like to take responsibility 46 26 42 6 0
6 The award gives me a sense of  achievement 37 40 39 3 1
7 The award / recognition motivates me to work harder 29 40 28 17 6
8 Awards elevate my status in society 45 25 47 2 1
9 
 The organization has recognized my services by giving the 
awards 21 49 37 10 3
10 Awards are strictly given on the basis of one’s performance 21 46 38 14 1
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 34 42 39 5 0
12 
The  example  set  by  my  top manager encourages  me 
to work hard 26 40 44 9 1
13 My  supervisors provide technical support to me 29 40 32 18 1
14 My  supervisors give personal support in times of difficulties 29 48 34 6 3
15 
The top manager understands my problems and sincerely
solves them 29 41 43 5 2
16 I am able to approach my superior officers easily 28 41 33 15 3
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 32 33 39 14 2
18 
 Sympathetic and caring attitude of top management 
motivates me to work harder 30 44 35 9 2
19 I have full faith in my superiors 53 37 26 4 0
20 
The leadership which I get from superiors encourages me
to put up good performance 34 39 40 7 0
A. TOTAL 620 762 739 238 41
B. AVERAGE  31 38.1 36.95 11.9 2.05
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 155 152.4 110.85 23.8 2.05
E. GRAND AVERAGE[(155+152+111+24+2)/120] 3.70 
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TABLE 6.19 
MOTIVATIONAL ASPECT (UNMARRIED) 
Sr. 
No. Statements SA A N DA SDA 
1 I like my work                                           17 2 1 8 5
2 My work is challenging 3 10 9 6 5
3 I would like to get feedback about my performances 2 15 10 5 1
4 I would like to develop skills 1 14 18 0 0
5 I would like to take responsibility 11 13 1 8 0
6 The award gives me a sense of  achievement 11 7 12 3 0
7 The award / recognition motivates me to work harder 2 4 26 1 0
8 Awards elevate my status in society 1 26 1 5 0
9 
 The organization has recognized my services by giving the
awards 12 1 18 2 0
10 Awards are strictly given on the basis of one’s performance 2 0 23 3 5
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 9 9 10 3 2
12 
The  example  set  by  my  top manager encourages  me
to work hard 18 9 6 0 0
13 My  supervisors provide technical support to me 0 8 25 0 0
14 My  supervisors give personal support in times of difficulties 20 7 6 0 0
15 
The top manager understands my problems and sincerely
solves them 7 13 3 8 2
16 I am able to approach my superior officers easily 4 12 15 2 0
17 
That I can express my problems to my seniors directly and
seek redressal from management motivates me to work
harder 3 17 13 0 0
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 18 3 11 0 1
19 I have full faith in my superiors 9 7 16 1 0
20 
The leadership which I get from superiors encourages me
to put up good performance 12 4 12 4 1
A. TOTAL 162 181 236 59 22
B. AVERAGE  8.1 9.05 11.8 2.95 1.1
C. SCALE 5 4 3 2 1
D. AVERAGE * SCALE     (B*C) 40.5 36.2 35.4 5.9 1.1
E. GRAND AVERAGE[(40+36+35+6+1)/33] 3.61 
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 From the table 6.18 it is observed that the overall average score obtained on the 
five-point scale is 3.7. It was found that on an average 31employees strongly agreed, 38 
averagely agreed, 37 remain neutral, 12 disagreed and 02 employees strongly disagreed. 
From the data in table 6.19 it is noticed that the overall average score obtained on 
the five-point scale is 3.61. It was found that on an average 08 employees strongly 
agreed, 09 averagely agreed, 12 remained neutral, 03 disagreed and 01 employee strongly 
disagreed. 
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 Hypotheses Testing 
(1) There is no significant difference in the motivation levels of the married and 
unmarried employees of the SSIs. 
Null Hypothesis (Ho)   = μM = μUM 
Alternative  Hypothesis (Ha ) = μM ≠ μUM 
 
 
Table 6.20 
 Marital Status 
 Married Unmarried Total 
Motivational 
Score 
 Category 
No. % No. % No. % 
65 to 69 18 15 08 24.24 26 17 
70 to 74 49 40.83 16 48.49 65 42.48 
75 to 79 36 30 07 21.21 43 28.10 
80 to 84 17 14.17 02 6.06 19 12.42 
Total 120 100 33 100 153 100 
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GRAPH 6.20 
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XM  = 74.167 (approx)  = 20.896 S M2
XUM = 72.45 (approx)  =17.756 S UM2
Z
XM XUM
S M
n
S UM
n
= −
+
2
1
2
2  
   
= −
+
74 167 72 45
20 896
120
17 756
33
. .
. .
 
Z = 2.038 
Z Value (calculated) = 2.038 
Table Value (at 5% level of significance) = 1.96 
Conclusion :
As per the table 6.20 the average score points of married employees is 74.167 and 
unmarried employees is 72.45. Thus, there is difference. Now, applying Z test to measure 
the significance of difference between mean score of married and unmarried employees it 
was found that “Z” value is 2.038 which is greater than the table value 1.96 at 5% level of 
significance. Hence, null hypothesis is rejected. It means that there exists a significant 
difference in the mean scores of motivation levels of the married and the unmarried 
employees of the SSIs. In other words, the average score of motivation of the married 
employees is higher than the average score of motivation of the unmarried employees. 
This shows that married employees are relatively more motivated than the unmarried 
employees. 
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 (2) There is no significant difference in the motivation level of employees having 
different educational qualifications. 
Null Hypothesis (Ho)   
 μPG = μG = μUG μ = ill  
Alternative  Hypothesis (Ha ) 
 μPG ≠ μG ≠ μUG ≠ μill  
  
Table 6.21 
 Educational Qualifications 
 PG G UG Ill Total 
Motivational  
Score 
Category 
No. % No. % No. % No. % No. % 
65 to 69  03 9.37 00 - 19 32.20 04 19.05 26 17 
70 to 74 08 25 13 13.71 28 47.46 16 76.19 65 42.48
75 to 79 15 46.88 17 41.46 10 16.95 01 4.76 43 28.10
80 to 84 06 18.75 11 26.83 02 3.39 00 - 19 12.42
Total 32 100 41 100 59 100 21 100 153 100 
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 (1) Sum of squares of all: 
i j
fij∑ ∑ = + + + =2 2 2 2 2 23 0 19 4 0 2435......
 
(2) Grand Total (G): 
∑ fij = 153 
(3) Total No. of observations (N) : 16 
(4) Correction factor (C.F.) = 
G
N
2 2153
16
1463 0625= = .
 
 
(5) Total Sum of squares (T.S.S.)  
 = 
fij G
N
2
2∑ −  
 = 2435-1463.0625 
 = 971.9375 
 
(6) Between groups S.S. (Treatment S.S.) 
 = 
32 41 59 21
4
2 2 2 2+ + + − G
N
2
 
 = 
1024 1681 3481 441
4
1463 0625+ + + − .
 
 = 193.6875 
(7) Within groups S.S. (Error S.S.) 
 = T.S.S. – Between groups S.S. 
 = 971.9375 – 193.6875 
 = 778.25 
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 Anova Table :  
Source 
of 
Variation 
S.S. Df M.S.S. Fcal F tab 
Between 
Groups 
193.6875 4-1 = 
3 
193 6875
3
64 5625. .= 0.9955 3.49 
Within 
Groups 
778.25 15-3 = 
12 
778 25
12
64 8542. .=
 
  
Total 971.9375 16-1 = 
15 
   
 
F cal Between Groups M S S
Within Groups M S S
( ) ( . . .)
( . . .)
=
 
 = 
64 5625
64 8542
.
.     
= 0.9955 
F(tab) = F 0.05, (3,12) = 3.49 
Conclusion: 
 From the above table, it is evident that the calculated value of F is 0.9955 which is 
less than the table value that is 3.49. Hence, the null hypothesis is accepted. It means that 
there has been no significant difference in the motivation level of employees having 
different educational qualifications. In other words, educational qualifications are not 
important for motivational level. 
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(3) There is no significant difference in the motivation levels of the male and the 
female employees of the SSIs. 
Null Hypothesis (Ho)   = μM = μF 
Alternative  Hypothesis (Ha) = μM ≠ μ F 
 
 
Table 6.22 
 Gender 
 Male Female Total 
Motivational 
Score 
 Category 
No. % No. % No. % 
65 to 69 15 13.04 11 28.95 26 17 
70 to 74 48 41.74 17 44.74 65 42.48 
75 to 79 37 32.18 06 15.79 43 28.10 
80 to 84 15 13.04 04 10.52 19 12.42 
Total 115 100 38 100 153 100 
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 XM  = 74.26    = 19.405 S M2
    XF = 72.39   =22.137 S F2
 
              | XM   - XF| 
Z=       S2M             S2F 
 n1   n2
  
   
= −
+
74 26 72 39
19 405
115
22 137
38
. .
. .
 
Z = 2.157 
Z Value (calculated) = 2.157 
Table Value (at 5% level of significance) = 1.96 
 
Conclusion: 
 From the above calculations, it is noticed that the calculated value of Z is greater 
than the table value. Hence, Null hypothesis is rejected, this means that the gender of 
employees has significant impact on the overall motivation level. In other words, the 
average score of motivation of the male employees is higher than the female employees. 
This shows that the male employees are relatively more motivated than the female 
employees. 
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 (4) There is no significant difference in the motivation levels of employees having 
different category (designations): 
Null Hypothesis (Ho)    
μExecutives = μNon-Executives = μLabourers 
Alternative Hypothesis (Ha)  
μExecutives ≠ μNon-Executives ≠ μLabourers 
 
Table 6.23 
 Category 
 
Executives 
Non 
Executives 
Labourers Total 
Motivational 
Score 
 Category 
No. % No. % No. % No. % 
65 to 69 03 10 00 - 23 29.49 26 17 
70 to 74 06 20 14 31.11 45 57.69 65 42.48
75 to 79 14 46.67 19 42.22 10 12.82 43 28.10
80 to 84 07 23.33 12 26.67 00 - 19 12.42
Total 30 100 45 100 78 100 153 100 
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  (1) Sum of squares of all: 
i j
fij∑ ∑ = + + =2 2 2 2 23 0 23 0 3645. . . . . . .
 
 
(2) Grand Total (G): 
∑ fij = 153 
 
(3) Total No. of observations (N) = 12 
(4) Correction factor (C.F.) = 
G
N
2 2153
12
23409
12
1950 75= = = .
 
(5) Total Sum of squares (T.S.S.)  
 = 
fij G
N
2
2∑ −  
 = 3645-1950.75 
 = 1694.25 
 
(6) Between groups S.S. (Treatment S.S.) 
 = 
30 45 78
4
2 2 2+ + − G
N
2
 
 = 
900 2025 6084
4
1950 75+ + − .
 
 = 301.50 
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 (7) Within groups S.S. (Error S.S.) 
 = T.S.S. – Between groups S.S. 
 = 1694.25 – 301.50 
 = 1392.75 
 
 
 
 
 
Anova Table :  
Source 
of 
Variation 
S.S. Df M.S.S. Fcal F tab 
Between 
Groups 
301.50 3-1 = 2 301 50
2
150 75. .=
 
0.974 4.26 
Within 
Groups 
1392.75 11-2 = 9 1392 75
9
154 75. .=
 
  
Total 1694.25 12-1 = 11    
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 F cal Between Groups M S S
Within Groups M S S
( ) ( . . .)
( . . .)
=
 
 = 
150 75
154 75
.
.     
= 0.974 
F(tab) = F 0.05, (2,9) = 4.26 
 
 
Conclusion : 
Above table shows that the calculated value of F is 0.974 which is less than table 
value that is 4.26 at 5% level of significance. Hence the null hypothesis is accepted. It 
means that there has been no significant difference in the motivation level of employees 
having different category. In other words, employees category is not important for 
motivational level. 
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 Findings and Recommendations from the study conducted through survey: 
 Man is a social animal and not a machine. He carries out many activities in his 
day to day life, some activities, like eating and sleeping are carried out because they are 
necessary and essential for his survival, and where as certain activities are required to be 
performed by him because of the social system and his job obligations. For performing 
the latter properly and efficiently, he needs constant motivation from his organisation, 
fellow human beings and his work environment. His behaviour in the work place and in 
the society is influenced by his personal traits and characteristics and the characteristics 
of his environment and the interactions and responses between these two. Management 
involves creation and maintenance of a conducive environment for efficient performance 
of individuals working together in groups towards accomplishment of the common 
objectives of the organisation. In this case study, an attempt has been made to measure 
the motivation level of the employees of the sampled SSI units 
 The study conducted on the 153 employees of the SSI units of the Rajkot G.I.D.C. 
The overall motivation level of the SSI employees as found out from the survey is 
considered quite high. The motivation level clearly indicates that the employees of SSI 
units are motivated ones. The non executive employees have the highest motivational 
level (with a score of average 3.87). 
¾ There exists a significant difference in the motivation levels between the married 
and the unmarried employees of the SSI. 
¾ There is no significant difference in the motivation levels of employees having 
different educational qualifications. 
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 ¾ There exists a significant difference in the motivation levels between the male and 
the female employees of the SSI. 
¾ There is no significant difference in the motivation levels of employees having 
different categories. 
In this study, it is found that the employees are not satisfied with the working 
conditions prevailing in their working areas. In order to boost up the motivation level of 
the employees of SSI, concrete actions should be taken to improve the physical working 
conditions meant for the use of the SSI employees. In SSI there are no incentives for 
acquiring higher qualifications. Employees should have to be continuously encouraged to 
ensure that their motivation level is maintained / improved which in turn will play a 
catalyst role to improve their productivity and as a consequence the profitability of the 
organisation. 
Employees are more likely to be motivated if they work in an environment in 
which they are valued for what they are and what they do. This means paying attention to 
the basic need for recognition. To motivate employees, organisation should develop 
reward systems which provide opportunities for both financial and non-financial rewards 
to recognize achievements. Development of a culture which supports processes of 
valuing and rewarding employees. Motivation will be enhanced by leadership which sets 
the direction, encourages and stimulates achievement, and provides support to employees 
in their efforts to reach goals and improve their performance. Organisation should 
provide guidance and training to develop leadership qualities. Motivation at work can 
take place in two ways. First, people can motivate themselves by seeking, finding and 
carrying out work that satisfies their needs or at least leads them to expect that their goals 
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 will be achieved. These self-generated factors include responsibility, autonomy, scope to 
use and develop skills and abilities. Secondly, people can be motivated by management 
through such methods as pay, promotion, praise etc. These factors can have an immediate 
and powerful effect, but it will not necessarily last long. Self generated factors, which are 
concerned with the “quality of working life” are likely to have a deeper and long-term 
effect because they are inherent in individuals and not imposed from outside. 
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 Chapter – 7 
Conclusions & Suggestions 
CONCLUSIONS: 
 Small scale industry is supposed to ensure smooth transformation from the 
traditional to modern industrialized society, solve the problem of unemployment and 
underemployment, ensure fuller utilisation of the natural resources and achieve the object 
of balanced regional development. All this is possible only with the help of proper 
employment and organisation of the sensitive human element involved in it. Mere 
provision of money, materials and machines will not in anyway help in achieving these 
objectives enunciated from time to time by the eminent. Economists through the policies, 
plans and resolutions, unless they are provided with apt men. Things do not move by 
themselves but it is the men behind, who move them. So human element plays a very 
important role for the successful running of any organisation. Problems associated with 
such an important human element are many and multifarious in nature. For any kind of 
solution clear understanding of the problem is a prerequisite. A summary and the 
conclusions of a humble effort made in the body of the research in the direction of 
understanding the problem of small entrepreneurs and men employed in small industry, 
intended to play a big role in building the economy are given hereunder: 
 
Recruitment, Selection and Training: 
(i) Recruitment is through personal contacts, employee referrals and 
recommendations of the local influential persons. 
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 (ii) Employers prefer personal contacts to have greater control over the employees. 
(iii) The use of employment exchanges and other impersonal sources of recruitment 
is less. 
(iv) The recruitment of casual callers is also less because the employer is not assured 
of the behaviour of the aspirant and that meager percentage of recruitment of 
casual callers is limited to the unskilled workers. 
(v) Experience is mostly considered for non-executives, technical personnel and 
skilled workers. 
(vi) Educational qualification is also considered for general staff and technical 
cadres but it is less. 
(vii) Physical fitness is the major consideration for recruitment of labourers. 
(viii) Mostly workers from the locality are preferred. 
(ix) Bias towards relatives, religion, caste is shown for certain jobs. 
(x) Recruitment of the people from kinship groups is also sometimes found. This 
creates no problem of adjustment and conflict among workers, but the employer 
must be careful and see that it does not create a problem of absenteeism as 
reported by one employer. 
(xi) Most of the SSI units start selection procedure without preparing job analysis 
and job description. 
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 (xii) Units have developed very few steps in selecting the employees such as: 
a) To get the applications on plain paper. 
b) To take the valid and reliable tests. 
c) To take the personal interviews for the final selection. 
d) To make final recommendations to the line management and to send 
appointment letters. 
(xiii) In most of the units, there is no formal or informal placement and induction 
programme. 
(xiv) It was found that the units have not given much thought to the training and 
developing personnel. 
(xv) Training in the small scale industries is unorganised, and on-the-job. In the 
name of training it is reported that the workers are exploited by not paying them 
anything. 
(xvi) Institutional training facilities are inadequate. 
(xvii) Training in the small scale industries is minimal. The worker has to observe and 
learn the work. Supervisor is sometimes reported to be reluctant to train the 
worker. 
(xviii) The arguments for not installing well planned training and development 
programmes as advocated by some unit holders were as follows: 
a) The size of the units is so small that department wise complex 
organizational structure is not possible. The duties allotted to the other 
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 senior employees are so specific and functional that even internal transfers 
are not possible. The organisational structure of the small units consists of 
only two levels of management and in most of the units, the first level of 
management exists, so channels and chances for promotions are 
negligible. 
b) The entire network and production process of the units are not so much 
complicated that require specific training. Employees can learn by trial 
and error method and through on the job experience. Employees learn all 
the ropes of a given job with the little help and guidance of fellow 
workers. 
c) The fundamental drawbacks of the small units are -  
o Limited sources of finance. 
o Measured steps in production. 
o Limited time at their disposal 
Looking to the drawbacks of the units, well planned or formal training and 
development programmes are felt not only unnecessary but also irrelevant and unreliastic. 
It would prove not only very costly but a giant overhead for the units and units cannot 
bear such extravaganza. 
In the units, the authority is centralized and no one has visualized the importance 
of delegation of authority. Owners of the units are not interested in imparting the secrets 
of the business. The main objective of units to provide, to create enough job opportunities 
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 for local people is fulfilled up to certain extent but further development of people is 
totally forgotten. 
 
Industrial Relations: 
 Apart from the external factors, industrial relation largely depends on the 
approaches of the management or employers towards the labourers. There are employers 
who believe that labourers are one of the factors of production, so the human aspects of 
labour are no concern of the employers. Such type of one sided concept is deep rooted in 
the units of the small scale industries of Rajkot G.I.D.C. 
 The total units of the SSI visited during the field work are 150. An average unit, 
has employed maximum 25 to 30 labourers. Production methods and manufacturing 
processes are not so much complicated. Even unskilled labourer can start production after 
a few days of practical experience. 
 It was found during the field work that not a single labour union exists in the 
sector of small scale industry of Rajkot GIDC. The employee employer relation problem 
does not become complex and impersonal due to skeleton staff. Moreover, strikes, 
gheraos or lockouts in unit will have no impact on society or even in small scale industry 
of the region. 
 Average number of employees per unit is less than 30, therefore, growth of trade 
unionism at unit level is out of question. Even at industry level there is no trade union 
representing employees of SSI unit. Absence of trade unionism has led to absence of 
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 collective bargaining. On the one hand bargaining capacity of unskilled and semiskilled 
worker is very low, on the other hand paying capacity of SSI units is also very low. 
 In spite of the dearth of personal expertise, the employer – employee relations 
seem to be on an excellent footing. Particularly, when it is realized that most of the units 
have harmonious and strikeless industrial relations. Very few units have faced strikes. 
Low wages is the cause for majority of the dissatisfaction among workers. 
Mostly, disputes are settled through bilateral and voluntary negotiations and 
rarely the adjudication machinery had to be resorted. About 60% units told that they kept 
very good social relations with their employees. Employers visit the employee’s house 
occasionally. Some employers also take interest in the personal problems of the 
employees such as marriage, family grievances. On the other hand some units attempt to 
ignore employees grievance hoping that if they do not pay attention to them, they will 
solve themselves. 
 Mostly in all units the owners or partners take upon themselves the functions of 
personnel management and assume the responsibilities. They think that they are experts 
in handling people, but the state of affairs is dreadful mainly due to paucity of awareness 
of personnel management, its functions, concepts, techniques and tools on the part of the 
management. Position is dreadful from the view point of lack of development of proper 
personnel management practices by owner / managers of SSI units. 
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 Labour Welfare: 
 Very few units of the SSI provide various services and welfare measures to their 
employees. It was felt during the field work that those units who have provided welfare 
benefits and services, have not framed any policy regarding these matters but they 
provide such benefits to employees when they deem it fit and feel necessary. 
 Factories Act, 1948 has made legal provisions with regard to safety, health, 
working conditions etc. even though the employers have not taken these matters very 
seriously. Not only that, the spirit behind these services was completely missing. 
 Some of the common welfare measures and services provided to the employees in 
the units of SSI were found as follows: 
 
1) Financial Aids: 
 About 8.5% units have provided long term loans to their employees for particular 
purpose and on specific occasions such as marriage, to build houses and any special event 
for which management thinks fit. 
 
2) Recreation and other benefit: 
About 4.5% units have taken interest in framing recreation programmes. Such 
recreation programmes include only entertainment and picnic. It was found that some 
units were tuning radios, tape recorders during the working hours to entertain their 
workers and few units have allowed to bring personal transistors in the units. About 2% 
units were providing refreshment to their employees. 
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 3) Safety and Health Provision: 
o About 33.33% units provide medical facilities to the labourers, such medical 
facilities were given to their family members also. 
o About 85% units have a policy of providing training in first-aid, to some of the 
non-supervisory staff. 
o About 2.5% units were providing uniforms to some of labourers, watchmen and 
peons. All these units informed that they were providing uniforms free of cost, as 
it is conducive to better appearance, discipline, and safety. 
4) Other Benefits and Facilities:
 The general tendency of the units is to help their employees as and when required. 
Such help can be withdrawn at any time. About 5% units were found to spontaneously 
help their employees. It was also found that few units were procuring and providing 
grains to their labourers at concessional rates in seasons. 
 To sum up, very few units provide quite a few welfare measures and services, and 
these units who provide such facility have not framed any policy regarding the provision 
of welfare measures and services. Units provide such benefits and facilities to the 
employees when deemed fit and found necessary. Welfare measures provided are meagre 
and discretionary in the small scale industries. 
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 SUGGESTIONS:  
 On the basis of the conclusions, the following suggestions can be made to solve 
some of the personnel managerial problems in small scale industries. Modern personnel 
administration is yet to make its impact on the units of small scale industry. Units of the 
SSI should develop interest in the concept and tools of personnel management with 
persistency which can be persuaded by proffering jobs to proficient. Units must accept 
that special treatment to the human assets is badly needed, and instead of appointing the 
illiterate workmen, they should offer spontaneously this job to proficient persons. 
Personal development of worker is also required; that can be possible by inserting a good 
personnel policy. Unit holders must understand the importance of all systematic and 
methodical ways of managing the business, their entire outlook requires a drastic change 
which is highly orthodox conventional and they hardly accept any change in the systems 
which they have wed for years together. 
 
RECRUITMENT, SELECTION AND TRAINING:  
 More and more reliance on informal methods of recruitment and selection may 
result in inadequate supply of and improper selection of personnel to man the 
positions in the unit, so overdependence of such informal methods should be 
reduced. 
 Utility of employment exchanges as a source of personnel required by the small 
scale industrial sector should be increased by simplifying the procedures, 
minimizing the delay and avoiding irksome queries. 
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  Bias should not be shown to relatives, religion and caste at the cost of efficiency 
of the concern. All the formalities should be gone through without any bias while 
considering the suitability of a person to a job opening. Relatives and caste men 
are often found resorting to malpractices thus affecting the efficiency of the 
organization. It is true that in times of crisis in labour relations existence of 
relatives and caste men among employees may be of some advantage, but a 
reconciliation of these two conflicting considerations is necessary. 
 Small scale industrialists should stop the practice of exploiting the labour, by not 
paying wages during the training period. 
 Considering the gravity and importance of employee development, it is strongly 
suggested that systematic training programme need to be adopted. Fair training policy is 
deadly desideratum for the unit of small scale industries, particularly when they face the 
bottleneck problems in getting skilled labourers. At the same time sound internal formal 
training programmes are also to be evolved to create second line of skilled or semi-skilled 
labourers. A victory in business, successful earning of giant profit may be an outcome of 
present circumstances but for everlasting success and future development and progress, 
precise policy of individual training and proper programme for the utilization of trained 
manpower should be designed and implemented instead of the working with people on 
whims, and on trial and errors method, otherwise the cost of wastage in human resources 
would remain undisclosed. 
 Looking to the modern trend of industries, rapid development and establishment 
of laws, automation, uncertainty, manpower management complex etc. the knowledge of 
personnel management and administration has become inevitable, so entrepreneurs 
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 should involve themselves in training programmes. As a matter of fact, to deal 
successfully with personnel and cope with modern industry and business, manpower 
training and development is a function of central importance and is one of the most 
important areas of personnel administration, so all the modern training and development 
techniques available should be tapped. Our units holders are not aware of proper planning 
for unit development. If the development of unit is well planned, policy of promotion and 
career development of employees can be thought of. Local Associations, Councils, 
Unions should peep into this matter and should help units to impart the modern 
management and administration systems with the help of experts and experienced 
businessmen. 
 Punctuality and sincerity of the employees must be recorded to motivate them. 
Incentive scheme based on scientific methods should be instituted without becoming 
scrimp and stint. Job sincerity should be given the utmost importance while forming the 
motivation plans, career development schemes and promotion policies. 
 To attract the high talent and to retain well experienced skilled labourers in the 
unit, profit sharing scheme should be implemented. The general method is to fix a 
reserved amount of the profit for the payment to the partners or proprietors of the concern 
as their share of the profit as a reward for their capital employed, plus salaries for the 
actual services rendered by them say, as managing partners. Where the profit exceeds this 
limit, the skilled labourers share  the excess as decided. This scheme of profit sharing is 
suggested here only for the skilled and experienced labourers and not for all the 
employees, employed in the unit. 
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 CONSTRUCTIVE EMPLOYEE – EMPLOYER RELATIONS:
 It was realized during the survey that the approach of some employers towards the 
labourers was commodity approach. Workers were just treated as a factor of production. 
Such type of approach should be changed and units must accept that special treatment to 
the human assets is badly needed. The healthy and peaceful employee – employer 
relations need to be nurtured through the creation of viable policies. In spite of the dearth 
of personal expertise, the employee – employer relations seem to be an excellent footing, 
even though, sound industrial relation policies may be evolved so that the current 
atmosphere would continue. 
 
LABOUR WELFARE: 
 Employees should be given increments regularly. This will help in retaining the 
employees for a longer period which, in turn, would cut down the costs of 
additional recruitments and improve the average efficiency of the employees. 
 Top priority should be given to the labour welfare measures for the workers 
engaged in the SSIs, to attract the talented and committed people towards the 
small scale industries. 
 Small scale employers’ association should try to promote labour welfare 
collectively. 
 Where industrial estates are located far away from the towns workers attendance 
can be improved by providing free or subsidized transport facilities by the 
employers of the estate combinedly or with the help of the government. This 
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 becomes easy when the working hours of different small scale units in the 
industrial estate are common. 
 While constructing the industrial estate itself provision must be made for health 
centre, recreation, crèches, games, canteen etc. Such amenities can be provided by 
the employers collectively in the small scale industrial clusters. 
 Labour colonies must be built by the government where there are no such 
colonies or where there are inadequate. This will help in reducing absenteeism 
and turnover rates. 
 Absenteeism can be reduced by improving stability and tenure of workers and by 
complying with the legitimate leave provisions. 
 Absenteeism can be reduced by paying reasonable wages regularly and by 
improving job perception. 
 Absenteeism can be reduced by bringing a change in the attitude of the employer 
towards maintaining a regular contingent of workers and towards maintenance of 
attendance records. 
 Employers must realize the importance of maintaining a stable workforce, and 
must try to retain the employees for sufficient long period so that the latter make a 
reasonable contribution to the concern’s growth and profitability before they 
decide to seek a change. 
 Employees must change their attitude towards the small scale sector. They must 
feel dignity of labour in small scale industry. They should try to prove that small 
is beautiful. 
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  Small scale industrialists should refrain themselves from dispensing with the 
workers when they form into a union. 
 
GENERAL: 
 Employees feel it, very difficult to understand the labour laws and to implement 
them. The labour laws should be simplified so that moderately educated 
employers and employees can understand them and implement them. 
 Small scale industrialist is often burdened with the visits of officials of several 
departments. This multiplicity of authorities should be avoided. 
 
Small scale industry sector is considered as an adopted child of Government. All 
efforts of nursing the small industry have created good impact on the growth of small 
scale industry. Successful and well developed units frankly opined that Government has 
taken much pains for the development of the small scale industry. But the fact cannot be 
ignored that the growth and progress of SSI sector in this area is haphazard and it is truly 
and unorganized one if not disorganized sector, in all sense of the forms. 
 
HRM practices in SSI units may be developed on the line suggested in this thesis. 
This will lead to an improvement in over all productivity of these units provided, of 
course, other environment factors do not take an adverse turn. Improvement in 
productivity will lead to desired growth and development of SSI units. It can hardly be 
gain said that labour is the key factor in scheme of productivity improvement. 
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All these suggestions go futile if the attitude of the employers and employees does 
not change. Employees should feel the workers are a part and parcel of the organization 
and development of the organizations depends upon the welfare of the workers. They 
should extend the workers ‘Love and Affection’ which they need most. Workers in turn 
should think in terms of helping the employer to help themselves. 
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 APPENDIX – 1 
Questionnaire 
1. Name of the Unit: 
2. Type of Business: (Please tick √ ) 
a) Manufacturing  
b) Services   
c) Trading 
d) Any other 
3. No. of Employees: 
a) Executives _________________ 
b) Non Executives _________________ 
c) Labourers _________________ 
Total _________________ 
5. Type of Organizational Structure: _________________ 
6. Approximate cost of HR Practice: _________________  
7. Recruitment and Selection Procedure: (Yes / No) 
7.1 Do you use any application blank? 
7.2 Are applicants interviewed? 
7.3 Do you insist on Medical Examination of your candidates? 
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 7.4 Do you take tests for selection? 
7.5 Source of Labour : (Please tick √ ) 
a) Employment exchanges 
b) Personal contacts 
c) Employee referrals 
d) Advertisements in newspapers 
e) Relatives of existing employees 
f) Relatives of employers 
g) Recommendations of influential persons 
h) Casual callers 
8. Training – Development – Promotion: (Yes / No) 
8.1 Do you provide any training facility to your employees? 
8.2 Do you provide any training facility to your labourers? 
(A) Skilled   (B) Semi skilled 
(C) Unskilled 
8.3 How do you train your labourers? 
(A) On the Job   (B) Off the job 
8.4 Is any employee gets promotion in your unit? 
8.5 What are the criteria  you consider while selection: 
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 (A) Experience    (B) Physical fitness 
(C) Experience & Physical fitness (D) Any other 
9. Health – Safety – Security: (Yes/No) 
9.1 First Aid 
9.2 Free Medical services 
9.3 Free Medical services for family 
9.4 Group life Insurance 
9.5 Accident Insurance 
9.6 Uniforms, Medical allowances etc. 
9.7 Precautions against accidents 
10. Welfare Services: (Yes/No) 
10.1 Loan 
10.2 Duration 
(A) Short Term   (B) Long Term 
10.3 Free of interest 
10.4 Policy regarding loan 
10.5 Purpose of Loan 
(A) Marriage   (B) Housing 
(C) Any other 
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 10.6 Provident Fund Facility 
10.7 Pension facility 
10.8 Gratuity 
10.9 Residential Accommodation 
10.10 Canteen and cafeteria 
10.11 Educational facilities for employees’ children if any 
10.12 Leave travel concession 
10.13 Employees co-operative stores 
10.14 Library facilities 
10.15 Any other facilities 
11. Industrial Relation: 
11.1 Suggestion scheme 
11.2 Reward for good suggestion 
11.3 Communication channels 
(A) Oral   (B) Notice Boards 
(C) Others 
11.4 Unit level labour union 
11.5 Industry level union 
11.6 Strikes in last five years 
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 11.7 Settlement of disputes 
(A) Bilateral   (B) Voluntary negotiations 
(C) Adjudication machineries 
11.8 Employee involvement programmes 
(A) Quality Circle 
(B) Works committee 
(C) Joint Management Council (JMC) 
 
N.B. 
(i) General Question should be asked. 
(ii) Questions having answer in “yes” should be discussed in details and facts should 
be noted.  
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 APPENDIX – 2 
 
No. Statement SA A NS D SD 
1 Unions make it impossible for management 
to run a business efficiently. 
     
2 In general, unionized employees are 
resistant to change and impede change 
inside their organisation. 
     
3 Unions protect employee right in the 
workplace, keeping management honest 
and fair in dealing with its employees. 
     
4 Management should make every effort to 
keep their employees from being 
unionized. 
     
5 Unions are too powerful in shaping how an 
organisation runs and operates. 
     
6 Unions can play a very constructive role in 
the management of a business if 
management would only try to work with 
the union rather than ignore or fight it. 
     
7 Unions tend to be corrupt.      
8 Unions should have no role in production 
or marketing decisions of the firm 
     
9 Unions may have been needed at one time 
in this country but are not needed now. 
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 10 A union provides valuable services to their 
members that justifies the fees paid by the 
workers. 
     
11 The thing that unionized workers care 
about most is higher wages and more 
expensive benefits 
     
12 Employers have too much power and 
ability to prevent employees from starting a 
union 
     
13 Unions are necessary to offset the 
unilateral power that management has 
     
 1) Total response      
 2) Point values      
 3) Summary      
 4) Total score      
 5) Average score      
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APPENDIX – 3 
No. Questions Yes No 
1 Do you try to greet your employees every day?   
2 Do you go out of your way to interact with your 
employees at least once each day? 
  
3 Do you speak to your employees before they speak to 
you? 
  
4 Do you go to your employees’ work areas to talk to 
them? 
  
5 Do you talk to your employees about non-work 
activities? 
  
6 Do your employees welcome at your office at any time?   
7 Do you have lunch with your employees from time to 
time? 
  
8 Do you know what your employees like to do when they 
aren’t at work? 
  
9 Do you understand your employees’ needs, wants, goals 
and aspirations? 
  
10 Do you give frequent positive reinforcement?   
11 Do you frequently review goal and expectations?   
12 Do you ask about your employees’ problems, fears and 
concerns? 
  
13 Do you ask yourself what you can do to help / improve 
your employees’ performance? 
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APPENDIX – 4 
MOTIVATIONAL ASPECT  
Sr. 
No. Statements SA A N DA SDA
1 I like my work                                           
2 My work is challenging 
3 I would like to get feedback about my performances 
4 I would like to develop skills 
5 I would like to take responsibility 
6 The award gives me a sense of  achievement 
7 The award / recognition motivates me to work harder 
8 Awards elevate my status in society 
9 
 The organization has recognized my services by giving
the awards 
10 
Awards are strictly given on the basis of one’s
performance 
11 
The head of the division takes   personal interest in  the
welfare  of  the employees 
12 
The  example  set  by  my  top manager encourages
me  to work hard 
        
13 My  supervisors provide technical support to me 
14 
My  supervisors give personal support in times of
difficulties 
15 
The top manager understands my problems and
sincerely solves them 
16 I am able to approach my superior officers easily 
17 
That I can express my problems to my seniors directly
and seek redressal from management motivates me to
work harder 
18 
 Sympathetic and caring attitude of top management
motivates me to work harder 
19 I have full faith in my superiors 
20 
The leadership which I get from superiors encourages
me to put up good performance 
A. TOTAL 
B. AVERAGE 
C. SCALE 
D. AVERAGE * SCALE     (B*C) 
E. GRAND AVERAGE  
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